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ACHIEVEMENT 


The story of modern dairy industry 
reads like a business romance. 
Through the wholehearted cooper- 
ation of the great dairy industry 
and the millions of dairy farmers, 
there have been achieved: 


@ asystem of processing and 
distributing dairy products 
which is acknowledged by all 
as the best in the world. 


@ a consistent improvement 
in the purity and goodness of 
milk and milk products. 


@ an effective sales promotion 
program which by maintain- 
ing milk and milk product con- 
sumption has contributed tothe 
health of the nation. 





National Dairy Products Corpora- 
tion is proud to have helped make 
this progress possible. 

One outstanding contribution by 
National Dairy Products Corpora- 
tion has been the development of 
the Sealtest System of Laboratory 
Protection which has carried to 
millions of homes a high assurance 
of scientific supervision over the 
milk and milk products which 
proudly bear the Sealtest Symbol. 
Sealtest, Inc. is the division of 
National Dairy Products Corpora- 
tion which maintains the system of 
laboratory protection for ‘‘Sealtest- 
approved” products distributed by 
National Dairy companies. 


NATIONAL 
DAIRY PRODUCTS 
CORPORATION 


75 E. 45th STREET, NEW YORK CITY 
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Random Thoughts for 1940 


Tue stock market always “looks 
good” when it is going up, and “looks 
bad” when it is going down. More 
money can be made from reading 
the earnings reports than from read- 
ing the ticker tape. 

Tips frequently come from people 
who already own the stock they are 
tipping and who want you to help 
them to put it up or to make it 
easier for them to sell. They are 
seeking a profit for themselves, not 
for you. 

The broker requires margin for his 
own protection, not for yours. Be- 
fore you consider how much you can 
win by trading on a minimum mar- 
gin, consider how much money you 
can afford to lose. Also consider 
your own peace of mind and the bal- 
ance in trading policy which is lost 
when emotion intervenes. 

Greed, fear and impatience ruin 
as many speculators as bad judg- 
ment. Buy a stock outright or on 


conservative margin if you would 
guard yourself from these implac- 
able enemies of rational thought. 

Percentage works both ways and 
a $10 stock can be more expensive 
than a $100 stock. With a few ex- 
ceptions there is a perfectly valid 
reason why one issue sells at $10 
and another at $100. 

Probable future earnings have 
more to do with making a stock’s 
price than past or current earnings, 
and both current and future earn- 
lings are more important than the 
question whether the number of 
shares outstanding is large or small. 

Leverage is advantageous to the 
speculator or investor when a cor- 
poration’s earning power is improv- 
ing, but deals double injury to your 
pocketbook when the company’s 
business takes a turn for the worse. 
Before you accept its presence as an 
invitation, remember that it is also 
a warning. It would not be there if 


bondholders or preferred stockhold- 
ers or both did not rank ahead of 
you in claim upon the company’s 
revenues. 

Speculative opportunities are not 
confined to common stocks. Often 
they are both safer and more prom- 
ising in speculative bonds or pre- 
ferred stocks. 

Sales are your company’s life 
blood, but working capital is its 
backbone. It must have both to 
survive and prosper. 

No one can predict for you the 
outcome of present unsettled world 
conditions. Most of the soothsay- 
ers were wrong about the prospect 
of this war coming to pass, and most 
of them were also wrong about its 
effect on the stock market if it 
should ever occur. The chances are 
that current guesses about its dura- 
tion and outcome are equally poor. 
A little greater than average skepti- 
cism is the prescription for 1940. 





* * * IN THE NEXT ISSUE * * * 
Examining the Base for Sustained 1940 Activity 


By Grorce W. Martuis 


Stockholders’ Panorama of the Chemical Industry 


—A 10-Page Survey— 
By Warp Gates 


10 Stock Market Leaders for 1940 


By Tae Macazine or Watt Street Starr 


——— 





DECEMBER 30, 1939 











Nesmith Photo 


The few beacons that guide a blacked-out world have longer beams be- 
cause of the darkness. Faced with unprecedented strains in 1939, Amer- 
ican business handled every crisis with common sense and a minimum of 
fluster. It deserves our congratulations—and our confidence that the 
1940 record will be fully as bright. 
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Questions of the Day 


Does action of the British Ministry of Supply in 
setting higher prices for copper, lead and zinc spell 
inreased metal prices here and in other countries? 

That it absolutely does not is an excellent example of 
the changes the war has brought into the world. Price 
tlationships have been upset by fixed delivery rates, 
foreign exchange fluctuations, strikingly unusual charges 
for insurance and shipping, in addition to production 
/and import quotas, tariffs and so on. Copper in England 
and copper in this country might. be two entirely differ- 
‘tnt commodities so far as price is concerned. That 
should be qualified, however, by recognizing the very 
‘broad, fundamental trends of supply and demand as 
ill operative despite all the devices aimed at influenc- 
| ing them. 


What are the prospects for a Republican victory 
inthe national election next autumn? 

The tide turned against the New Deal in the 1938 
elections and apparently has continued to run against 
it, despite a temporary backswing following outbreak of 
the war. Now that fears of American involvement have 
waned, political normalcy is reasserting itself. Almost 
invariably a swing of voting opinion after six years of 
one party’s domination carries on to the full overturn 
Wo years later. Yet there are many “ifs” in the picture. 
Will Roosevelt seek a third nomination and thereby 
split the Democratic Party? Will he dictate the nomina- 


tion of his own hand-picked liberal and would that also 
split the Democratic Party? Among the other “ifs” will 
be business conditions, and possibly the status of world 
conditions, as election approaches. Finally, much will 
depend upon the quality of the Republican candidate 
and his program. The real swing in this country is 
neither to Right nor Left, but to the middle of the road. 
The clock can not be turned back to “Old Guard Repub- 
licanism.” What the people want is attainment as far 
as possible of the New Deal’s desirable social and eco- 
nomic objectives through methods more practical and 
effective than those used in recent years. Among the 
prominent Republicans the two candidates who seem 
to comprehend these realities most fully are Vandenberg 
and Dewey. 


If eight or ten million people can't find jobs now, 
with the Federal Reserve Board production index at 
the highest level ever known, how can our unem- 
ployment problem ever be solved? 

The prospect is not as bleak as it sounds from that 
summary. In the first place, industrial production is 
not business, does not account for more than a respect- 
able fraction of wage payments. Its moves are always 
sharper than the fluctuations in the general pace of 
distribution and consumption. Ask the average store 
owner if his business ‘is twenty per cent above that of 
a year ago and his answer will make the lag very clear. 
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And the establishment of a new high record for the pro- 
duction index (which is not compensated for the growth 
of the country) is some practical proof that this record 
may be exceeded on the next upward drive. Another 
most important point to consider is that good business, 
even in all its branches, must stay good for some time 
before its effects trickle down into the thousands of 
smallest units, which in the aggregate hire and fire a 


tremendous number of workers. Finally, the practica| 
limitations in putting men back to work can’t be ignored, 
A certain number may be added to forces immediately 
they are needed, but after that the preparations fo 
using additional help take time. When one considers 
that almost as many are employed today as in 1999, the 
problem of absorbing the increase in working population 
is not in the hopeless class. 





The Trend 


LOOKING AHEAD .. . With things as they are in 
the world today it is literally anybody’s guess what the 
course of business will be in 1940, although the momen- 
tum of the recent recovery will almost surely make the 
first quarter a relatively satisfactory period. The Euro- 
pean war is not the only reason for the spirit of caution 
common to business men, investors and business fore- 
casters as 1939 draws to a close. In many minds a par- 
ticularly big question has been raised by the speed of the 
business rise since August and by the present advanced 
level of activity in the durable goods industries. 

Every major peak in modern business cycles is char- 
acterized by activity in durable goods comparable to 
that now existing—but this does not necessarily imply 
early reaction or depression. With this publication’s 
seasonally adjusted per capita index around 97, we are 
near the theoretical “normal” represented by the 1923- 
1925 average. The important question is how long we 
can stay in the vicinity of normal volume, rather than 
how much farther business can rise. Our index has been 
at or above 90 for only five months. It was above 90 
for sixteen consecutive months in 1936-1937. It was 
above 90 for five consecutive years in the prosperous ’20’s. 

No major maladjustments in the price structure, in 
inventories, in credit expansion or in industrial operating 
costs have developed. If they remain absent, the dura- 
tion of the major upward cycle which began in the late 
spring of 1938 may quite possibly confound our present 
doubting Thomases. 

Taking a broader look, over the decade since 1929 
our output of durable goods has approximated 60 per 
cent of estimated normal, according to indexes of the 
Federal Reserve Bank of New York, as compared with 
113 for the years 1923-1925. In short, our economy has 
been on a starvation diet most of the time for ten years, 
with relatively short interludes of fairly good eating in 
1936-1937 and in 1939. Do we have to come down with 
economic gout on a diet that we habitually took as 
merely normal for many years prior to 1929? 


NO "PHONEY"™ WAR... Those of our public men— 
including Senator Borah—who three months ago were 
calling it a “phoney” war probably feel a bit silly by now. 
Two things have become quite plain. First, so far as 
concerns the survival of Hitlerism in Europe, it is going 


of Events 


to be a war to the death, regardless of whether it even- 
tually involves the slaughter of millions of soldiers, 
Second, in every aspect of their strategy the Allies are 
conducting this war far more intelligently and efficiently 
than was the case in the World War twenty-five 
years ago. 

One can sense a growing frustration in Germany, a 
growing conviction elsewhere that the Allied cause will 
prevail. Reasons for confidence are not lacking. The 
Germans have not dared risk trying their much talked 
of Blitzkrieg and the Allies are steadily catching up in 
air strength. With German shipping swept from the 
seas and British merchant marine and naval losses far 
less than in the most trying days of the World War the 
Nazi claims—for home consumption—that British sea 
power has been smashed have an almost pathetically 
hollow sound. To the Germans the fruits of Hitler's 
“master stroke”—the deal with Russia—become ever 
more distasteful, and either victory or defeat for Stalin 
in Finland will be a loss for the Reich. 

Starting a new year—though it can in no event be 
an entirely happy year—the Allies are doing all right. 


LABOR REFORM ... A Congress without its investiga 
tions would scarcely be a Congress at all. Nor is this 
perennial inquisitiveness on the part of our legislators 
a bad thing. There is, inevitably, much lost motion and 
grandstanding for political effect. And, unfortunately, 
many an investigation degenerates into a witch hunt. 
But, by and large, more good than evil comes of the 
practice. 

Take the current probe of the National Labor Rela- 
tions Board. A sore spot, virtually since its creation, 
this agency has long warranted Congressional examina- 
tion. Even in the short time that the investigation has 
been under way, quite a little of interest has come to 
light. Evidence, for example, that one or more of its 
members may have aided and abetted a labor dispute, 
and indications that all is not harmonious and serene 
among the members of the Board. 

The Wagner Act’s friends (both of them) insist that 
if things have not worked out too well, the fault lies 
only in the law’s administration, that the law itself can- 
not be improved. But the great majority of opinion Is 
that both the Board and the law can and will be im- 
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roved considerably when Congress turns to this job. 
There are other indications of an improving labor 
ituation. Despite the Chrysler tie-up, strikes have 
been gradually diminishing both in number and severity. 
The weight of public opinion is at length having its 
fects on the leaders of organized labor. 


WAR PRICE INFLATION? . .. The recent excited rise 
in prices of raw materials may or may not have continu- 

ing significance as an economic factor. It has been a 
ar from general advance. In fact if agricultural prod- 
ycts—still low in price when reckoned by former stand- 
srds—were omitted from the composite indexes, it would 
pe hard to drum up immediate interest in the specter of 
,major price inflation incident to the war. The recent 
emmodity speculation, partially cor- 
rected by reaction at the moment, 
appears to rest partly on domestic 
drought, partly on war factors. 

Certainly it is devoutly to be hoped 
that we can continue to escape a major 
price rise for among the devastating 
efects of war one of the worst is the 
impact on the world price structure. 

There has never been a war-time price 
inflation that was not followed by a 
most painful peace-time price deflation. 

So far, since outbreak of the war, 
rw materials have advanced 10 per 
cent, semi-manufactured products 9.5 
per cent, and finished goods 3.4 per 
cent, measured by the broad indexes 
of the Bureau of Labor Statistics. As 
compared with a year ago, however, raw materials are 
up only 2.2 per cent, and finished goods only 1.7 per cent, 
while semi-manufactures are up 8.5 per cent. Expressed 
as percentage of the 1926 price average, the current 
rlationships of these three commodity groups are: 
raw materials, 72.8; semi-manufactures, 81.5; finished 
goods, 82. 

Thus raw materials are still a bit low in cemparison 
with finished goods but the rise in semi-manufactures 
will be dangerous if it continues, for in that event manu- 
facturers would be under increasing pressure to raise 
finished goods prices in order to preserve profit margins. 
Such a spiral of price inflation would produce a fake, 
rather than a real, expansion in business activity. 


HIGH FINANCE .. . As budget time draws near, we 
are asked to cross our eyes in order to see more clearly 
the tax problems involved. For there are, it seems, two 
kinds of taxes—or is it three? Anyhow, these taxes do 
not differ in how or on whom they are levied but only 
it how they are spent. And, when it comes to national 
defense, they do not differ even in this respect. Perhaps 
that is not altogether clear, but we can assure you that 
it will be even less so in a minute. 

First there are the taxes that will be applied against 
the usual operating expenses of the Government: plus 
such additional outlays as relief, etc., that were once 


regarded as emergency items but have now come to be 
considered as normal. These taxes will, of course, fall 
considerably short of estimated expenditures and even 
further short of actual expenditures. For though the 
regular budget, it is understood, will be pared appre- 
ciably, fiscal 1941 will not be half over before the inevi- 
table subject of deficiency appropriations is raised once 
more. 

Then there are farm benefit taxes, past and present. 
In 1938 and 1939, Congress appropriated some $550,000,- 
000 for payments to farmers over and above the amount 
provided for by the President in his budget. The Presi- 
dent now requests that the legislature reimburse the 
Treasury for these outlays by levying new taxes next year. 

Finally there are the taxes that will be needed to meet 

the $500,000,000 scheduled increase in 
national defense expenditures. These, 
be it noted, are quite distinct from 
taxes to defray the $1,750,000,000 we 
are already spending annually on na- 
tional defense. 


PRODUCT COMPETITION ... If com- 
petition is the life of trade, it is also 
sometimes the death. But, in the lat- 
ter instance, there invariably follows 
a reincarnation in which new products 
and new processes play a continuing 
part. 

For competition in industry is by no 
means confined to entrepreneurial in- 
dividuals or organizations. It js con- 
stantly in progress between products 

and methods that are not the sole property of any 
single owner. More and more these innovations, mostly 
the result of chemieal synthesis, are replacing less suit- 
able or more costly materials for a growing number 
of uses. 

Rayon has for some years been rapidly taking the 
place of silk in many fields. But in at least one field— 
women’s hosiery—silk has been able to maintain its own. 
Latterly, however, a new material, nylon, has made its 
appearance and, judging from reports of the hosiery 
trade, silk is now threatened in its last stronghold. 
Nylon will shortly be in commercial production by 
du Pont and is expeeted to be taken in increasing quan- 
tities by hosiery manufacturers. 

Then there is vinyon, a new synthetic fabric devel- 
oped by Union Carbide which American Viscose has been 
licensed to manufacture. This material is somewhat 
similar to nylon but is not competitive as it is expected 
to find its principal market in the industrial field for 
use in filters, etc. 

There are many others, such as rubber foam in place 
of coil springs and fibreglass for varied uses. But their 
mere enumeration does not drive home the point—which 
is that competition is not necessarily a personal or cor- 
porate thing. Rather, much of it stems directly from the 
continuing progress of technology, having its inception 
among the inanimate objects of the laboratory. 





Bosses, FINANCIAL and INveESTMENT COUNSELORS ° 


1907 —“Over Thirty-Twe Years of Service” — 1989 





DECEMBER 30, 1939 











What Market Action to Take 


A Trading Rally Traditional to the Season Still Seems a 
Short-Range Probability, Although Current Technical Indica- 


tions Are Virtually Neutral. 


Beyond This the Outlook at 


the Present Time Is Too Uncertain to Justify Conviction. 


BY A. T. MILLER 


= is written on Saturday, December 23, with 
Christmas cheer plentiful almost everywhere—except 
in the warring countries of Europe and in our apathetic 
stock market. The market’s box score for the past fort- 
night, in terms of the averages, has been no hits, no runs, 
no errors; with the cross-currents incident to year-end 
tax operations reflected about equally in a sprinkling of 
individual new highs and new lows for the year. 

In this final short session prior to the world’s most 
cherished holiday week, the market’s technical action 
seems to show a very slight bias toward the upside. 
Possibly the last week of 1939 will come through with 
the rally traditional to the season. If not, the market— 
always fond of whimsically doing the unexpected—might 
copper disappointed bulls by an early January rally. 

After three and one-half months of sidewise drift, with 
the industrial average nearly 7 points below its Septem- 
ber high and with a majority of the most spectacular 
gainers on the initial war rise down 10 to 25 per cent 
from the year’s most advanced levels, the general tech- 
nical position can hardly be seriously vulnerable—bar- 
ring an improbable major shock in the war develop- 
ments. On the other hand, we are unable to sense new 
forces capable in the near future of pushing the market 
into a sustained rise. 

If this view is correct any nearby rally can be expected 
to be merely a trading affair, failing to penetrate the 
clearly defined resistance area at 155-156, Dow-Jones, 
and with the chances even doubtful that 153 will be 
topped. Following any kind of a rally, or following 
failure of a rally to develop, we would be on the look- 
out for a test of previous lows before the end of Janu- 
ary. We entertain a tentative view—so tentative in 
this “puzzling world that it might better be called a 
hunch—that a reaction around mid-winter might well 
provide a likely buying spot on the reasoning that a 
probably moderate business recession will have been 
psychologically and technically discounted by then, 
with corporate earning power still highly favorable. 

Meanwhile it is unfortunately true that current tech- 
nical indications are too nearly neutral to be confidently 
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relied on, and that we are heading into a new year under 
conditions which make the hardiest business, market and 
political forecasters most humble and cautious in their 
longer range 1940 observations. 

Conservative investors can meet this problem by com- 
promise, with a backlog of cash against contingencies 
and with a diversified portfolio balanced, according to 
individual requirements, between “defensive” and 
“offensive” securities. But those who yearn for a major 
appreciation of cyclical-type common stocks in 1940 
have very little of a tangible nature to tie to at the pres 
ent time. It may come. It may not. Starting 1940, 
we don’t pretend to be able to see any great distance 
around the corner. 

We can, however, take a look at some of the 1940 
contingencies and endeavor not to be surprised when 
and if they develop. First, the war may spread over a 
wider area of Europe and assume a character that will 
create a large demand for our goods. We think, on the 
present limited evidence, that this is somewhat improb- 
able, and that it is very improbable that this country 
will become involved. Second, the war may end by 
spring or summer. We have no opinion on this. If it 
should and if the market has not meanwhile had a con- 
siderable advance, the reaction would be limited and 
probably confined to war baby issues. Indeed, such 
issues might well have gradually discounted the event 
in advance so that peace—coppering preconceptions— 
might be as quickly bullish as was the outbreak of war. 

Third, it is possible that our domestic political out- 
look may sufficiently clarify by mid-1940 to create an 
investor confidence and a demand for equities greater 
than we have seen in many years. Such a setting could 
be dynamically bullish if the war had ended and if within 
the first half of the year there had been a shake-down 
in business and markets—and especially so if both of 
these latter contingencies had developed. 

Fourth, the favorable bank credit trend of the past 
two years—in which expansion of member bank invest- 
ments is the key factor—may continue. On the evidence 
of all past history, such a credit trend would preclude 
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, business depression and a bear market—unless this 
country should be involved in war, in which case there 
yould be a bear market—but it would not of itself 
preclude intermediate reactions in business or market. 

Fifth, there may be a deflationary change in the credit 
picture, with banks liquidating Government bonds, in 
which case one would best be entirely out of cyclical 
tocks. Sixth, there may be a deflationary change, affect- 
ing price levels and foreign trade, in the sterling-dollar 
rationship, its importance depending upon corollary 
circumstances that could only be appraised at the time. 

Perhaps the strongest ground for hope is the prevail- 
ing consensus of caution and doubt. We have never seen 
4 major recovery cycle accompanied by as much distrust 


as has been the case with this one; nor have we ever 
seen any strong consensus of opinion regarding business 
or market prospects work out. The consensus was highly 
optimistic in early 1937. It was wrong. The consensus 
was gloomy and doubtful in the spring of 1938. It was 
wrong. At the close of 1938 the consensus was that 
things would be all right for the first few months of 
1939 but that the second half would stink! 

Of course, part of the present caution is merely the 
normal tendency to put a relatively low appraisal on 
business volume and earnings in time of war. Even so, 
we have a feeling that our present politico-economic 
foundations are more solid than the skeptics imagine. 

—Saturday, December 23. 
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God, man and Hit- 
ler, the business 
forecaster’s job was 
never more hazard- 
ous than it is today. 
The war, its possi- 
ble intensification or its possible end, the national po- 
litical campaign and its culmination next fall in victory 
for pro-business or anti-business forces, droughts, floods 
and the tactics of organized labor—these are some of the 
incalculables that will shape the course of industry and 
commerce in 1940. 

Obviously, little can be said of what the year as a 
whole will bring forth. Even our predictions for the next 
few months must rest to some extent upon assumptions 
the validity of which cannot definitely be established in 
advance. They are (1) that the war will be neither in- 
tensified, importantly extended nor terminated within 
the next three months, (2) that spring floods, if they 
occur, will not be severe, (3) that preconvention cam- 
paigning with its usual repercussions in Congress and 
elsewhere will remain at a minimum for several months 
and (4) that labor will remain comparatively inactive 
throughout the first quarter. 

With the foregoing as a basis of estimate, what of the 
forces for contraction or further expansion next quarter 
that are being generated within the structure of business 
itself? To evaluate these at all accurately, we must glance 


BUSINESS FOR THE 
FIRST QUARTER, AND 
THE OUTLOOK FOR 
LEADING INDUSTRIES 


briefly back over the record of the past few months. 

When the war began in early September, domestic 
business activity had already been trending gradually 
upward for approximately four months. Low point for 
the year, as measured by this publication’s seasonally ad- 
justed per capita index, was 81.6 for the fourth week of 
April. By the last week of August the index had re- 
covered to 91.8, a gain of 121% per cent. 

With the outbreak of hostilities, however, the re 
covery movement gained momentum. In the single 
month of September the index jumped nearly five more 
points to 96.7. The Chrysler strike and consequent Te- 
striction of automobile output resulted in a mild reaction 
in overall activity during the latter part of October, but 
the rise was resumed in November though at a somewhat 
more leisurely pace. Preliminary estimates indicate that 
the average for December has been about on a par with 
or perhaps slightly better than the best weekly levels 
of the preceding month. 

By and large, the advance of the past few months has 
been unusually sharp, especially in the heavy industries. 
And in its more recent phases it has been without prece- 
dent in not a few lines. The early autumn advance In 
carloadings was the fastest on record for any comparable 
period of time and resulted in a deluge of orders for the 
rail equipment makers such as they had not seen 
many a moon. Similarly, steel operations fairly sky- 
rocketed while production in the chemical, machine tool, 
electric power and aviation industries reached new high 
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kvels. Many less spectacular gains occurred elsewhere. 

But for some weeks, now, the inevitable handwriting 
on the wall has been becoming increasingly legible. What 
itsays is “reaction ahead” and the weight of the evidence 
suggests that that reaction is at hand. 

New orders for both consumers and producers goods 
have dropped appreciably since late November and, as 
industrial output has continued to expand, backlogs 
have probably begun to dwindle though they are still 
lrge. Inventories, which have been growing for several 
months, are not unwieldy but are now believed entirely 
wficient from the standpoint of current and nearby 
prospective demand, thus obviating the desirability of 
further production for stock. The recent rise in com- 
modity prices, confined mainly to agricultural products, 
was not enough to induce any worthwhile amount of 
speculative raw material purchases by manufacturers 
and processors. 

It is primarily this combination of circumstances that 
suggests a moderate letdown in activity next quarter. 
Such a development will, of course, be quite in keep- 
ng with the traditional scheme of things for business 
Snhever a one-way affair for more than a limited period 
oftime. On the other hand, there is nothing to suggest 
that the major trend is not still strongly upward, or 
that any reaction to develop from here will not be com- 
paratively modest in both extent and duration. Nor, 
teedless to say, will all industries be affected alike. Our 
appraisal of first quarter prospects of principal industrial 
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BY GEORGE W. MATHIS 


lines, together with rails and utilities, fol- 
lows. 


BUILDING—That building activity in- 
creased at all in 1939 was due entirely to 
the sharp expansion that occurred in resi- 
dential construction, minor declines having 
been recorded in the non-residential and en- 





Courtesy Bethlehem Steel Co. 


gineering categories. An important influence on overall 
building totals has been the decline in PWA contracts. 

The outlook for 1940 is for a well maintained level of 
activity but nothing even faintly resembling a boom. 
Commercial construction, which has been expanding in 
recent months in reflection of general business recovery, 
may experience some decline in the early months of the 
year though it is expected that this will be held to a 
minimum. The rate of increase in residential building 
should be somewhat smaller than in 1939 but the pros- 
pect of fewer vacancies and higher rents are favorable 
factors offsetting the moderate increase in construction 
costs that has occurred over the past twelve months. 
Thanks to Mr. Arnold and his trust-busting squad, there 
need be little fear that costs will soon again get as far out 
of line as they did in the spring of 1937. 

One of the most encouraging spots in the general build- 
ing picture is utility construction. Increased outlays by 
the electric power companies may well provide the most 
important part of whatever increment there is in gen- 
eral building activity next year. 


AUTOMOBILES AND ACCESSORIES—Total U.S. 
and Canadian output of cars and trucks in 1939 is esti- 
mated at about 3,730,000, an increase of roughly 40 per 
cent over 1938. Indications are that production next 
quarter will be in the neighborhood of 1,250,000 units 
and may run as high as 1,300,000; this would be an in- 
crease of from 17 to 22 per cent over the initial three 
months of 1939. Since perhaps as much as 75,000 to 
100,000 units will represent strike postponed output of 
Chrysler, however, this rate of gain can scarcely be ex- 
pected to continue much beyond the March quarter 
though it would be distinctly disappointing if the year 
as a whole were not to show an increase of at least 10 
per cent. 

Most constructive features of the near term outlook 
are the low level of dealer stocks, favorable consumer ac- 
ceptance of 1940 models and current efforts of top union 
officials to do away with outlaw strikes and slow-downs 
that play so much havoc with production schedules. In 
the passenger car field, the war has had little net ef- 
fect on sales; the European market has been greatly re- 


330 


duced but markets elsewhere have expanded. To the 
truck makers, the war is something of a windfall. 

The parts and accessories concerns will, of course, 
share directly in any improvement that is in store for 
the motor makers. But many of the former also have 
an important and growing stake in the booming aircraft 
manufacturing industry. Concerns like Thompson Prod- 
ucts and Bendix are almost certain to see their revenues 
from the latter source appreciably enhanced over the 
near and longer term future. 

Similarly, fortunes of the tire and rubber companies 
are likewise closely tied up with those of the motor in- 
dustry though, in this instance, costs and prices may 
conceivably present something of a problem. The recent 
tire price cut initiated by Goodyear and followed by the 
rest of the trade had little meaning as it was simply a 
revision of list quotations to conform with actual real- 
ized prices of the past several months. If, however, cot- 
ton and rubber continue upward, a fairly general profit 
squeeze within the next couple of months can only be 
avoided by means of an advance in finished product 
prices. 


STEEL—After reaching a peak rate of over 94 per 
cent of capacity, steel operations have lately been back- 
ing away from this level to recent figures around 90, 
There has been a moderate decline in new business and 
scrap prices have been edging away from their highs of 
some weeks ago. 

A few points one way or the other at current operating 
levels, however, makes little difference as regards earn- 
ings and probably greater significance attaches to the 
fact that the industry has now worked off about all of 
the low-price business booked last summer and is thus 
realizing a somewhat better per ton return than it was 
of a couple of months ago. 

Output for 1939 as a whole is estimated at more than 
46,500,000 tons, an increase of approximately 65 per cent 
over 1938. Some extension of the recent moderate down- 
trend in output (seasonally adjusted) is looked for 
through most or all of next quarter, barring, of course, a 
sudden influx of war orders which thus far have con- 
tributed unimportantly to the industry’s prosperity. It is 
by no means inconceivable, however, that 1940 may 
prove a bigger steel year than 1937. Though the auto- 
mobile and building industries may not match their 
takings of three years ago, the machinery, can, railroad 
and shipbuilding companies bid fair to far surpass their 
1937 purchases. 


NON-FERROUS METALS—This group was one of 
the most spectacular marketwise with the outbreak of 
war and, after its initial run-up, one of the most dis- 
appointing since. There are a number of explanations. 

First, the Allied countries are making every effort to 
supply their war needs from their own empire sources. 
France has contracted for some South American copper, 
but not in amounts sufficient to provide producers there 
with a bonanza. More recently, domestic copper prices 
in the “outside” market have been receding from their 
top levels of a few weeks ago thus pretty well dashing 
hopes, for the time being at least, of higher official prices. 

Both lead and zinc quotations, moreover, have been 
under some pressure as a result of Mexican imports 
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which are economically feasible at current price levels 
despite the duty. Pending an intensification of war de- 
nand, prospects for the non-ferrous metal producers 
next quarter, while not discouraging, are no better than 
those of industry at large. Production should be main- 
tained fairly close to present levels while earnings are 
not expected to fall far short of figures for the cur- 
rent period. 


RAILS & UTILITIES—When carloadings reached 
their seasonal peak of 861,198 last October they had 
empleted a rise that was the sharpest and most spec- 
tacular on record. Even more encouraging is the extent 
to which gains have since been maintained despite the 
ysual seasonal factors tending to reduce traffic at this 
time of year. What this boils down to in dollars and 
cents is that the $33,000,000 net loss of the nation’s 139 
(lass I carriers in the first nine months of 1939 will be 
converted into a profit of about $100,000,000 for the year 
asa Whole as contrasted with a deficit of $123,000,000 in 
19388. Some further advance, after adjustment for sea- 
gnal, is probable next quarter but, from a longer range 


viewpoint, the rails are still far from being out of the ° 


woods. 

Electric power output, which has been moving into new 
high ground almost every week, is in all likelihood des- 
tined to set still bigger and better records in 1940 though 
itis by no means certain that this will be achieved in 
the March quarter. As it has been right along, the util- 
ity industry’s prime problem remains one of politics 
and, for this reason, it may end 1940 in a radically im- 
proved position. Power demand is expected to continue 
to expand at a much more gradual rate than in the 
‘twenties and there will always be pressure from local 
rate making bodies. Nevertheless, as Wendell Willkie 
puts it, “life may begin in *40.” 


Courtesy Westinghouse 
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EQUIPMENTS—Freight cars now on order, number- 
ing more than 36,000 units, are the largest since the sum- 
mer of 1937. Steam locomotive buying has not kept 
pace but the rail equipment industry nonetheless boasts 
a backlog sufficient to keep most manufacturers busy 
until late spring. Unless new buying evaporates more 
rapidly than seems likely, there will be little easing 
of output next quarter. Armament business has not 
developed on a noteworthy scale as yet but this is an 
important potential source of revenue should the sit- 
down war become war in earnest. 

The electrical equipment companies have been among 
the more outstanding beneficiaries of the autumn trade 
advance, some units achieving new high sales volumes. 
Unfilled orders are generally substantial and a com- 
paratively well maintained rate of production in the first 
three months of 1940 seems indicated. Estimates of 
utility construction budgets, ranging all the way from 
$550,000,000 to $700,000,000 augur well for producers 
of heavy equipment while higher consumer purchasing 
power should aid the household appliance makers. 

Influences bearing on the outlook for the farm equip- 
ments are mixed in character. Hog and cattle prices 
are down but increased slaughtering plus somewhat 
higher Government benefit payments are offsetting fac- 
tors. The drought has taken a severe toll in the west 
and, from the standpoint of total farm income, pretty 
well negates the effects of recent sharp advances in grain 
prices, especially wheat. While the problem of provid- 
ing revenues for farm payments next year remains un- 
solved to date there is little doubt, particularly since 
1940 is an election year, that a way will be found. Near 
term prospects of the implement companies remain fair 
to middling. 

Directly affected by the war to a greater extent than 
any other industrial group except the motion pictures, 
the office equipment concerns are finding domestic sales 
gains offset in varying degrees by the partial loss of 
overseas business which in some cases normally accounts 
for more than a third of total revenues. This quarter’s 
sales were probably up about 15 per cent from a year 
earlier but the rate of gain will probably be narrowed 
next quarter. Pending devel- (Please turn to page 376) 


331 





A Flexible Investment Program 
for the New Year 


— For Dependable Income 
— For Income and Appreciation 


BY J.S. WILLIAMS 


1 at any time, the future and the many 
events which it holds is paradoxically the most impor- 
tant single factor shaping a soundly conceived invest- 
ment program. When an investor places his capital in a 
bond, a preferred stock or common stock, consciously or 
otherwise his choice is a tacit expression of confidence 
in the ability of that particular company to meet all of 
its obligations and earn enough to pay dividends to pre- 
ferred and common shareholders. Presumably also it is 
a company with a proven ability to cope with the many 
problems and difficulties which arose in the past, and 
with a background of progress and foresight sufficiently 
impressive to warrant confidence in its continued ability 
to do so in the future. 

Withal, however, the investor can never be certain 
that some new and more formidable problem will not 
materialize in the future to menace his capital and in- 
come. Proper diversification of his investments to in- 
clude a representative group of industries and compa- 
nies, while vital as far as it goes, is not a complete safe- 
guard against the unforeseen. As a matter of fact there 
is no single safeguard, or combination of protective mea- 
sures, which would guarantee complete investment im- 
munity from any and all economic adversities to come. 
This fact, however, is hardly a valid reason why the in- 
vestor should not utilize fully all of the available protec- 
tive devices—limited though they may be. 

Discriminate selectivity and well rounded diversifica- 
tion are cardinal principles of sound investment practice 
and the methods of their application are more or less 
familiar to most investors. There is also another one, 
however, which is not as widely used. Certainly it is 
not employed to the extent which its importance merits. 
It is the factor of flexibility. 

Flexibility in an investment program may be achieved 
in several ways. But to a large degree the efficiency of 
this factor depends upon the investor himself. 

Many investors are prone to acquire certain habits in 
the management of their securities—and most of these 
habits are the type which could readily lead into diffi- 
culties. One of the commonest of these is the habit of 
never selling a bond or stock, once it has been acquired. 
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Another is the reluctance to sell any issue, if to do s0 
means selling at a loss. Investors frequently become 
“wedded” to a particular stock, refusing to part with it, 
come hell and high water. Then there is the bargain 
hunter, not the investor who bides his time and waits 
until price levels appear lower than warranted but the 
individual who is always looking for “sleepers” and usv- 
ally ends up by owning a lot of worthless securities. An- 
other frequent habit is that of placing buying orders just 
under the market, or selling orders just above the mar- 





Selected Issues for Dependable Income 


Bonds 


1939 
Recent Price Range Call Current 
Issue Price High Low Price Yiel 


Chicago Union Sta. 334's, 1963 107 110 991% 108 = 350 
Columbia Gas & Elec. 5's, 1952 104 921% 103 = 4,80 
National Steel 3's, 1965 103% 921%, 104 2.90 
N. Y. Steam 314's, 1963 1071, 9414 105 3.33 
Florida Pwr. 4's, 1966 99 89%, 105 4,10 
Union Oil of Cal. 3's, 1959 1023/4 991, 105 2.94 


Preferred Stocks 


1939 
Recent Price Range Current 
Issue Price High Low Yie 


Firestone Tire 6% 10514 99% 5.80 
Pub. Serv. of N. J.5%....... ; 114% 10114 4.50 
Diamond Match $1.50 447%, 36%, 

U.S. Tobacco $1.75 463, 39 

Pac. Gas & Elec. $1.50 35% 281 

Commercial Credit 414% 1095/4 981% 


NC—Non-callable. 


Common Stocks 


1939 
Recent Price Range 
Issue High Low 


Melville Shoe 72 
ee ae : : 945%, 
Sterling Products.............. 19%, 
General Foods 47%, 
re 293, 
El Paso Natural Gas........... oe 423/, 
Commonwealth Edison............. 313% 
May Dept. Stores................ 53%, 
PRR chistes aris peiesie hacen ‘ 85 
J. J. Newberry 42 


*—Including extras. 
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jet, thus risking the possible loss of a good buying or 
gling opportunity by the scant margin of 1% of a point. 

All of these are habits which may turn out to be 
wstly. All of them deprive an investment program of 
egential flexibility. They are habits which the investor 
yould do well to overcome. The idea fixe has no place 
ina well conceived investment program. 

Further contributing to investment flexibility is the 
policy of retaining some portion of one’s capital in cash, 
or high grade short term bonds, Treasury notes or Gov- 
emment-guaranteed issues. Such funds constitute a re- 
grve against unforeseen contingencies, alleviating the 
necessity of emergency liquidation of securities. More- 
over, it is at least a moot question whether anyone’s 
apital should be 100 per cent invested at any time. In- 
come considerations may require that an investor utilize 
al of his capital to the best advantage but the point 
vems hardly debatable in the case of a program empha- 
izing capital appreciation. 

Confronted with the many uncertainties evoked by 
the war, now more than ever is it vitally important to 
place major investment emphasis on quality, regardless 
of whether the mediums are bonds, preferred stocks or 
common stocks. To reduce the possibility of unfore- 
sen complications, all issues, either held or purchased, 
should be submitted to a test question, “Will this com- 
pany be affected by the war, and to what extent.” This 
test applies particularly to common stocks. 


War, a Complicating Factor 


A year ago when war was still a threat, public interest 
became aroused in the so-called war baby type of com- 
mon stock. Two of the most favored war baby issues 
were International Nickel and Climax Molybdenum, a 
logical choice at that time for both companies not only 
produced vital war materials but in their respective fields 
they were virtual monopolies. With war an actuality, 
however, both issues, owing to unforeseen restrictions 
placed upon the operations of these companies, have 
tuned out to be duds, at least so far as their market 
action is concerned. A year ago Climax was selling at 59, 
International Nickel at 56. Today they are 40 and 37 
respectively. To acquire and hold any stock issue solely 
om its possibilities as a war issue must be placed in the 
category of hazardous speculation. 

By the same token the issues of companies normally 
transacting a large European business, or having a siz- 
able investment in plants located abroad should be 
avoided, Foreign exchange restrictions and severe trade 
dislocations resulting from the war may result in a seri- 
ous drop in earnings, to say nothing of the possibility of 
losses through damage from war activities. 

While conceding the fallacy of attempting to antici- 
pate the future in current investment undertakings, 
without making substantial allowance for new and un- 
loreseen events, nevertheless many investors are certain 
to succumb to the lure of precedent. Precedent, al- 
though never to be trusted implicitly is a time worn in- 
vestment device used for the purpose of projecting fu- 
ture probabilities. In the current setting the precedent 
of the first World War is still within the memory of 
many. But as a pattern of the present war and its 
conomic and investment effects it has not as yet 
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Selected Issues for Income and Capital 
Appreciation 


Earned 
1939 Per Share 
Recent Price Range 1st 9 Mos. 
Issue Pri High Low 1938 1939 


943g 535% 1.53 7.22 

56% 36% .73 2.39 

33% d .19 1.47 

40%. 3.21 

98%, A 3.92 
100 . 1.89 
121 . 3.40 

7156 NF 

76 NF 

1.53(a) 1.68(a) 3.00 
1.40 2.18 2.00 
2.29 1.39 1.00 
d1.81(a) 1.18(a) None 


Bendix Aviation.............. 
Electric Auto-Lite 
Inland Steel 
Bethlehem Steel.............. 
Westinghouse Electric......... 
International Harvester........ . 
Niles-Bement-Pond 
American Smelting 63 
United Aircraft 51 
Glenn L. Martin 454% 
United States Rubber......... 52%, 
Caterpillar Tractor ne 6414 1.03(b) 2.27 2.00 
United States Gypsum 113 2.83 4.46 4.00 
Johns Manville.............. 105 55 2.69 2.75 
Monsanto Chemical........ 114%, 1.36 2.56 3.00 
18814 2.23 5.09 7.00 
Montgomery Ward 57% NF NF 2.50 
Sun Oil 66 NF NF 1.00 
d—Deficit. NF—Not available. (a)—6 months to June 30. (b)}—10 
months to October 31. 





proven to be a dependable guide post of today’s events. 

At the outbreak of the war last September, investors 
and traders hastened to anticipate war’s inflationary 
impetus by selling public utility, food, gold mining and 
other stock groups identified with industries handi- 
capped by the absence of a flexible price structure for the 
commodities which they sold and the services which 
they rendered. The shift was to the metal, steel, auto- 
mobile, chemical, machinery and equipment industries. 
The subsequent verdict of the market indicates that for 
the most part such anticipatory switching was prema- 
ture and definitely unprofitable in not a few in- 
stances. 

Time may prove that such switches were entirely 
justified, and only ill-timed. The experience of these 
investors, however, serves to illustrate the point that 
history does not always repeat. War is both inflationary 
and deflationary and in that order. Beyond that it may 
prove wise to look upon the precedents of 1914-1918 with 
a healthy skepticism. 

Accompanying this discussion is a group of selected 
bonds, preferred stocks and common stocks chosen pri- 
marily for the investor requiring a fair and dependable 
income. The various issues comprising this list are of 
seasoned investment quality and in the case of the pre- 
ferred and common stocks dividends have the backing 
of adequate earning power and the assurance born of a 
long record of continuous payments, even under general 
conditions much less favorable than appear to be prom- 
ised for 1940. 

The second list is comprised of selected common stocks 
representing a group of established companies identified 
for the most part with industries which have much to 
gain in a period of further business recovery of normal 
proportions—even without the as yet nebulous possibil- 
ity of war impetus. If the promise for next year is 
borne out, these are the type of common stocks which 
could register substantial price appreciation. 





Charles Phelps Cashing 








The 1940 Congress 


What It Can and Can Not Accomplish for 
Business in a Presidential Year 


scene comes back with its calendar, 
its factions, and its campaign fervor all 
in the same condition as they were when 
the regular session ended in August. And 
predictions that this will be a short and harmonious ses- 
sion are little more than wishful thinking. 

The members want to get through early and do their 
own campaigning, but a stronger influence will be the 
lesire to use the session to build up and crystallize issues 
ior the Presidential campaign next fall, and this means 
that consideration of every bill will he influenced by 
party politics to a greater extent than last year. The 
Republican minorities, still gloating over their last ses- 
sion victories in blocking much New Deal legislation, 
will redouble their efforts to put the Administration on 
the spot and to make a campaign issue of every impor- 
tant measure, and the conservative Democrats may be 
expected to continue their stand against some of the 
more radical Administration proposals. These two 
groups, which together are usually a majority, will not 
cooperate so closely as they have on past occasions, at 
least not openly, but they will be found on the same side 
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of so many issues that it will be obvious 
that the Administration is not controlling 
Congress. Desire for the appearance of 
party harmony may temper the open op- 
position of anti-New Deal Democrats for a time, but 
the cooperative spirit developed by the special session on 
neutrality is only a thin veneer, and there is nothing to 
indicate that this group has dropped or compromised 
its determination to return the Democratic party to Its 
traditional policies and swing it away from the influence 
of the extreme left-wingers. 

A year ago Roosevelt told Congress there would be 
no retreat from New Deal principles but that the ma- 
chinery might be improved a bit here and there. The 
session ended without any retreat and without much 
improvement but with the Administration on the point 
of serious defeats. The same measures all remain 02 
the calendar and unless the Administration drops them 
it will have to be prepared for fights as bitter as those of 
last August. 

The spend-lend bill remains on the House calendar 
despite that body’s refusal to consider it last session, 
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‘nd Roosevelt can’t drop it without losing face. The 
“game is true of bills to amend the Wage-Hour Act, 
‘double the slum-clearance program of USHA, and 
grengthen and centralize the powers of the Home Loan 
‘Bank Board, all of which brought major rebellions. 
‘Pach one of these measures involves principles of the 
‘functions of the Federal Government, so each makes 
good campaign material and will be treated as such. 
‘Only one issue has been disposed of—neutrality—but a 
qumber of amendments may be proposed and the Re- 
‘publicans intend to make capital out of Roosevelt’s al- 
leged desire to help the Allies and will claim that only 
‘their constant vigilance has kept him from taking un- 
geutral steps which would get us into war. 

- Fiscal policy is both an imme- 
















expires in June and the Administration will ask for an 
extension. Most Republicans and many Democrats op- 
pose this. If the going looks too tough this may be 
dropped in hopes it could be revived in the next Con- 
gress, and Republicans might prefer this to disposing of 
the issue before the campaign, but there is a movement 
afoot to try immediate action on amending the law to 
restrict the type of agreements which may be made and 
to require Senate ratification. 

Farm legislation: Whether or not processing taxes of 
some sort are adopted, a lot of farm bills will be up for 
discussion, but more for the purpose of making campaign 
material than for helping the farmers. Both parties will 
make a strong bid for farm support. but neither one is 

yet quite sure what sort of pro- 





‘diate problem of Congress and a 
‘ampaign issue. At the present 






gram will have the best all-round 
appeal, so much jockeying is in 





mite the statutory debt limit will 
‘be reached in a year or so in spite 
a New Deal bookkeeping efforts to 
get around it temporarily, and Con- 
gress is in no mood to increase the 
Mimit right now. Realizing this, the 
President will try to pass the buck 
‘to Congress by submitting a cur- 
tailed budget which he expects 
Congress won’t follow because most 
of the reductions will be on pet 
spending projects which mean 
votes back home. Both the Presi- 
dent and Congress will talk econ- 
omy but the result will not bring 
the budget any nearer a balance. 
An even larger item for national de- 

















At Washington the interlude of rel- 
ative quiet is over and within a few 
days the spotlight will focus on the 
1940 session of Congress. New leg- 
islative proposals of controversial na- 
ture will be studiously avoided by the 
Administration—but there is plenty 
of political dynamite in pending bills 
held over from the last session. Most 
of those turned down by Congress in 
1939, including "spend-lend,” will be 
turned down again. In the main it 
will be a Congress friendly to busi- 
ness, anxious to aid recovery in a 
Presidential election year, but up to 
its neck in party and factional poli- 


prospect. 

Relief: The WPA investiga- 
tion will bring disclosures which 
will prevent a deficiency appro- 
priation for the balance of the year 
and will probably result in a com- 
plete revision of the Federal relief 
system calling for more state co- 
operation and a Federal bi-parti- 
san board restricted against politi- 
cal manipulations. Federal relief 
appropriations won’t be eliminated 
but will be held down to the lowest 
figure in years. 

Labor: Wagner act may be 
basically revised, but chances are 
at least even that Administration 


fense spending is in the cards, re- 
gardless of what happens on other 


tics. 


can forestall this by acting on cur- 
rent revelations of N IL RB inves- 





funds, 

The proposal for a new tax bill 
is still up in the air, and chances are slightly against the 
probability that one will be pressed. Roosevelt prob- 
ably will suggest mildly that additional revenue would 
cut down the deficit but is not expected to offer a pro- 





vious # gram. The House would like to carry out the Trea- 
olling § sury’s ideas for streamlining and simplifying the revenue 
ce of # laws but hesitates to open up the tax subject in a cam- 
n op- § paign year, especially since this would entail demands 
, but § for greatly increased taxes to prevent swelling the debt. 
on on Very little new legislation will be advanced by the 
ng to § Administration, no new business reforms, social experi- 
mised § ments, nor economic panaceas. Anything that is pro- 
to its § posed will be in the guise of perfecting and completing 
uence § ¢xisting programs, such as the talk of tying in public 

and private utilities to an interconnecting power grid. 
ld be § An exception may be Wallace’s new plan for reviving 
/ ma- § processing taxes in disguise in order to keep farm bene- 


The § fit payments out of the budget, but the Administration is 


much fF not yet committed to this idea. However, there are 

point § plenty of measures pending which will give Congress 

n on f achance to determine whether the New Deal is to be 

them § ¢xpanded or curtailed. 

se of Among measures of this type and other important bills 
which are scheduled to come up sooner or later in the 

ndar § session are the following: 





si0n, Reciprocal trade agreements: law authorizing these 
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tigation in revising personnel and 
procedure of the Board. La Fol- 
lette civil liberties bill to curb anti-union practices of 
employers has slight chance, so has bill to put more teeth 
in Walsh-Healey Government contracts act. 

Wage-Hour: Measures to liberalize this law will be 
pressed in both House and Senate and probably will be 
enacted over Administration protests. Appropriations 
for its enforcement may be far under the request. 

Utilities: TVA is in for trouble both as to appro- 
priations and proposals to force it to pay state and local 
taxes. There will be no appropriations to subsidize mu- 
nicipalities constructing public power plants to compete 
with private utilities, but an entering wedge may be 
sought for a Government-owned grid system. Congress 
will be much less anti-utility than previously. 

Social security: New Dealers would like to expand 
the system to cover workers now exempt, and McNutt 
could make good campaign material of this, but neither 
the Administration nor Congress shows much interest 
now, and chances are pretty slim. Townsend and other 
old age pension plans are considered dead for this Con- 
gress. A proposal for Government sale of annuity in- 
surance to supplement social security benefits has been 
kicking around but won’t be pressed. 

Banking and finance: Senate investigation to recom- 
mend monetary control policies and revise banking laws 
is so slow in starting that no legislative program will be 
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evolved in time for enactment. Unorthodox monetary 
bills, such as commodity dollar, are pending but won't 
be considered, but there is a possibility that a revision 
of the silver purchase policy will be forced. 

Foreign relations: In addition to reciprocal trade agree- 
ments and the European war situation, Congress will 
interest itself in foreign affairs by questioning the Ad- 
ministration’s program of financial aid to South America, 
urging pressure on Mexico to respect American rights, 
and probably cracking down on Japan when the commer- 
cial treaty expires in January. 

Dies Committee: Investigation of alien influences will 
be continued even though some of its disclosures are 
highly embarrassing to the Administration. 

Administrative law: Logan bill to make Federal bu- 
reaus follow definite rules of procedure is pending in 
both House and Senate and has strong support despite 











death of its author, and chances are fair it wil] get 
through although Administration is fighting it unde 
cover. 

Other bills of less political importance which haye 
passed one or the other House and on which action j; 
expected include: revision of the Interstate Commer 
Act; general bankruptcy act; wool labeling; prohibition 
of movie block booking; control of stream pollution; new 
river and harbor program; revision of trade mark and 
patent laws; expansion of the farm tenant loans program: 
expansion of slum clearance and home lending programs, 

New measures on which at least committee action 
will be demanded include: chain store taxes; Federal 
credit for small businesses; Federal control of oil con. 
servation; veterans’ pensions; crop insurance; amend- 
ments to the merchant marine laws; and nobody knows 
how many more of the thousands of bills introduced. 


















































Farm Credit Administration shake-up, placing it in 
complete control of Wallace and his henchmen, is purely 
political. New Dealers thought F C A not liberal enough 
with farm credit and too hardboiled in foreclosures 
(though it was plenty lax from a banker viewpoint). 
Now FCA loans will go only to farmers who play ball 
with AAA, and its loans will be 
more of the Farm Security’s “social 
rehabilitation” type. There are also 
campaign shenanigans, not the least 
of which is that FCA _ borrowers 
and agents will be under political 
obligations. Outlook is for still 
softer agricultural credit. One by- 
product may be less wet-nursing of 
farmer co-ops which has been an 
F HA is in a jam. Its long-term in- 
crowd would rather do things for 
the farmers than have them solve 
their own problems. 





Small house lending program of 
F H A is in a jam. Its long-term in- 
sured mortgage program is sound, 
but because of political pressure it 
has been trying to popularize a 
looser form of partially-guaranteed 
bank loan up to $2,500 for new con- 
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from its 
over tho 
state laws on merchandising, price maintenance, belov- increase 
cost sales, etc., and this was too hot a potato to handle, § ling t 
so study will be confined to physical barriers such as § Plligere 
trucking restrictions and taxes on out-of-state goods. § sles thi 
chance t 
Commerce Department is pitiful sight these days. Hop. § Any b 
kins is very ill and unable to do when a 
much of anything; old-time officials this — 
are largely ignored; and the “spark § Sh. 
plug boys” brought in to jazz things om the 
up are adding to confusion without while th 
producing any worth-while ideas. board o} 
Administration planned to have that hay 
Commerce Dept. do a whole lot of § ™¥ hoy 
things for business to offset criti- the pay 
cism that New Deal is anti-business, Sales 
but it hasn’t worked out. Depart- et 
ment’s attempt to mediate anti nding 
trust. cases has been a dud so far, 
Justice Dept. has held up a couple 7 
of indictments to let Commerce try § © 


to work out consent decrees but re- 
sults have been only series of co- 
ferences and costly statistical studies. 


Anti-trust drive will be pushed hard 
by Thurman Arnold if Congress 
gives him the money; otherwise he ll 


struction. Many banks were skep- 
tical, and the program lagged. Now 


Sec. of Agriculture Wallace whose cer- 

tificate plan is the administration's latest 

scheme for financing farm benfiet pay- 
ments. 


quit. The building drive has had a 
“good press” and encouraged him 


F HA has got R F C to agree to buy 
these loans from banks needing cash, but to get cagey 
Jesse Jones’ approval it had to make many changes and 
impose more restrictions than it likes to admit, restric- 
tions which will prevent the plan from being as widely 
used as New Dealers want. 











State trade barrier study of Commerce Department, 
boomed by Hopkins as swell way to aid business, quickly 
ran into trouble and is being greatly curtailed. It was 
discovered many business men consider the term includes 
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greatly; he anticipates same result 
from forthcoming patent cases in many industries. His 
ambitious plan for controling prices through anti-trust 
laws in cooperation with TNEC does not have admin- 
istration support as yet but if he gets the funds and 
a free hand he could put it into effect anyway. 





Trainload rate decision by I. C. C. is of much import- 
ance to industries making bulk shipments. Heretofore 
I. C. C. has vigorously opposed such concessions to ship- 
pers, but now reverses itself to allow freer competition. 
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Ls United States derives considerable quiet comfort 
fom its export balance—the excess of goods sold abroad 
over those beught. With any breaks at all it hopes to 


below. @ increase the “favorable balance” in the coming year by 

handle, @ sling to the nations that formerly bought from the 
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things § % the old-fashioned cash registers in 1915-1918, but 
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We Are Paying a Goodly Part of the Cost of the War 
by Swapping Real Wealth for Unneeded Foreign Gold 


Wealth for Gold 


BY JOHN D. C. WELDON 


making the Allies put up the capital for plant expansion, 
to be repaid out of future orders. Uncle Sam was burnt 
at a tender age and his scars still embarrass him. What- 
ever his sympathies in the matter the I. O. U.’s are out. 

It is realized, of course, that there are not sufficient 
dollars scattered throughout the world to pay for the 
continuous difference between exports and imports. Yet 
the American firm which sells abroad gets paid im 
dollars. Foreigners have not until recently used their 
assets in this country to pay for their purchases. There 
must be something in the flow between the United 
States and the rest of the world to balance the export 
balance. 

Instead of I. O. U.’s, we are now taking gold. In each 
of the past six years, except 1936, which was close, we 
have taken in more than total world production. Re- 
cently our additions have been running several times the 
world output. These imports are not grouped with 
merchandise, because gold is classically either the equiva- 
lent of money or the superior of money. It would be 
ridiculous to call a bale of dollar bills an import and 
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Fort Knox, the re-burial spot of billions of dollars of the world's gold. 





























































































Until 1934 this country consid. 
ered gold worth $20.67 an ounce, 
THE FLOW OF GOLD PRODUCTION When the price was raised to 
T ] ] rT rt,  f rT $35.00 it was in the hope that 
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: eee es epaie a trent ering only the bonus of close to 
1310 1915 1920 1925 1930 1935 i940] $15 per ounce that we pay on 
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apparently even more ridiculous to apply the term to a 
bar of the metal which indirectly supports the values of 
the currency. If this is wrong, then the export balance 
has actually been a deficit on foreign trade account. 

The United States is not on the gold standard, yet it 
maintains the only active, continuous, unchanging and 
unlimited bid for the metal in the world today. Produc- 
tion of a mine in South Africa may make many travels 
in its youth, most likely seeing something of London on 
its journeys, but when it settles down it is in Fort 
Knox or one of this Government’s other depositaries. 
Dug out of the ground at great cost in one part of the 
world, it is transported carefully and expensively to the 
point where it is again buried. We give two tons of 
steel scrap for an ounce of gold and somehow or other 
consider the full value of the transaction as net gain in 
our trading. 

Gold will always have a value, as certainly as steel and 
possibly more so. Nevertheless, it is possible to pay too 
much for any commodity in terms of any other. We 
raised our bid for gold back in 1934 and since then 
have been flooded with it, with the implication that 
our offer has been more attractive than necessary. Not 
only have the mines of the world broken all records in 
getting it above ground, but the hoardings of centuries 
have changed hands because of the values we have 
made exchangeable for an ounce of gold. 

If we offered to pay $10 a pound for silk in unlimited 
quantities, it would be very clear that we were paying 
for the conquest of China. The same type of bid at $2 
or $3 an ounce for silver would make investments out of 
Mexican bonds. Our subsidy to the gold-producing 
nations is equally definite, even though we may have 
the best of reasons for wishing to help in their current 
plight. We are without the slightest doubt paying too 
much—considered either in dollars or in the goods we 
sell for dollars—to the producers of gold. Brushing 
aside any theoretical proofs, the fact is that our bid is 
being hit too often and too heavily to leave any confi- 
dence that it is a wise one. 











the neighborhood of $4,000,000,- 
000. The better part of this has 
gone to the Allies. When we sell them a plane and make 
a 20 per cent profit, we might remember that they are 
in turn selling us gold and making a 69 per cent profit 
over what the metal used to bring. 

The story of a transaction in the midst of the Florida 
real estate boom cannot be resisted here, although it has 
seen some hard wear. The principal character had 
bought a thoroughbred dog for $3,000 and was boasting 
to a friend that he had sold the animal for $10,000 within 
a month. 

“You actually got $10,000 for that mongrel?” 

“Sure did.” 

“All cash?” 

“Well 
exchange.” 

The United States has taken so many billions of gold 
in exchange for its valuable and useful goods that it has 
established what may prove to be the most unwilling 
corner in the world. Europeans have tong discussed 
the humorous possibilities in selling us all their gold and 
then taking to monetary standards which would entirely 


no. I had to take two $5,000 cats in 





A Trickle of Merchandise and a 
Flood of Gold 


Balance Balance 

of Merchandise of Gold 

Exports Imports 

(000 (000 

omitted) omitted) 
IA so stews ard seis wie aietermnuerersrere $477,745 $1,133,912 
EOD co's yi chingraleleraiaiess lear eeieinleiorts 235,389 1,739,019 
OOO TOC Te 33,386 1,116,584 
NED. vik es ctei ois edie 0:65 1015/0 e160 a1 iets 265,499 1,585,503 
RR 5455.1 ik ipap ace 'O ke ais) g) 568 Slaceers 1,134,012 1,973,569 
1939 (ten months)........... 681,192 2,954,998 
pemre ener a <email 
HSPN la's'ccie's Wire's sielseterete $2,827,223 $10,503,585 
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pit any link to that metal. It would be the trick of 
yn centuries if they could actually dump it all in our 
laps and then lose interest in it. 

The chances are that any such coup will take a gen- 
sation at least to bring off. Fortunately, not every 
oe is completely up cn current events and the possibili- 
‘ies of the future, and the majority of people in the world 
have been too thoroughly educated to the value of gold 
o believe those who tell them that it is suddenly out- 
noded as a backer of currencies and a means of inter- 
jational exchange. Especially in times when no nation 
trusts any other more than is absolutely necessary, inter- 
national payments must be made in a medium which 
ajoys universal respect, and there is no other with 
equal qualifications. 

The essential difficulty so far as the United States is 
encerned lies in outgrowing the notion that an export 
balance is a sign of national economic health and suc- 
wss, While an import balance is a step on the road to 
bankruptcy. There were times in the past—so frequent 
asalmost to be called continuous—when the thing this 
country needed most of all was money. It had the coal 
aud iron, copper and wheat, but none of these were so 
important as the capital with which to build steel mills 
and railroads and haul the goods to the customers. Un- 
der those circumstances it would have been hard to 
lame any price for gold that could make it a 
bad bargain. 

Today the situation is entirely different. We 
are exchanging resources we know are useful to 
us for a metal with which we are already over- 
upplied, for which we pay a staggering pre- 
nium, and with a value inflated by our own bid- 
ding. In 1913 we held less than a quarter of the 
world’s supply of monetary gold, in 1929 about 
three-eights, in 1936 a half, and now our share is 
rapidly approaching two-thirds. The greatest 
wave of prosperity this country ever had was 
supported with a monetary gold stock of less 
than $4.6 billions, as compared with present 
holdings of over $17 billions. More gold has 
been added to our stocks in the last five years 
thn had been accumulated in monetary sup- 
plies by the world in its whole history up to the 
beginning of the present century. 

So far out of proportion to any conceivable 
needs has our gold supply become that one could 
easily support the argument that it is a positive 
menace rather than an asset, because of the in- 
fation it is capable of fostering. And there is 
also the long term possibility that the rest of the 
world can learn to get along without the metal, 
allowing its true value to sink into correspond- 
ence with its industrial usefulness. In that 
event we should have a staggering capital loss 
to be accepted on our stocks of the metal. 

But the problem is serious enough when con- 
‘idered simply as a case of overpayment for a 
non-essential. Here is one way to look at it. 
American Tobacco B sold at about the same 
price in 1933 as it does today, and paid the same 
dividend. The American citizen (who is not, 
by the way, allowed to own gold) can buy the 
same number of shares with his dollars as he 
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May Mott Smith from Nesmith 
The ore dump of City Deep Gold mine, Johannesburg, Africa. 


could six years ago. The foreigner with a gold hoard, 
however, or the one with a mine, can make a much bet- 
ter deal. In 1933 he could have exchanged four ounces 
of gold for a share of Tobacco B. Today he can get the 
same stock for two and a third ounces of the metal. Or 
for four ounces of gold he can buy 1.7 shares of the stock. 

Besides the larger capital assets acquired, the for- 
eigner receives an income almost 70 per cent larger. 
Instead of one share paying $5 annually in exchange for 
his four ounces of gold, he gets 1.7 shares returning $8.50 
annually. Even that is not the whole story. His own 
currency is very likely to have depreciated in terms of 
the dollar. By the time he gets the dollar dividends 
back in his own country, they are increased, not 70 per 
cent only, but possibly several times that amount. If 
the price level in his own country has not kept up with 
its currency depreciation he may profit to the tune of 
two or three hundred per cent. 

In this case we exchange a part of the ownership of 
one of our big enterprises for a mite of metal which we 
promptly bury. The gold yields no return, costs money 
to care for it, but on the stock we gave for it we will pay 
dividends indefinitely. Furthermore, we offer tremend- 
ously more attractive terms on the transaction than we 
did in 1933! 

Among possible cures, three (Please turn to page 379) 
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On the Eeonomic War Fronts 





Moral Embargo. Among _ the 
peaceful nations of the world are 
Japan and China, Russia and Fin- 
land. While we understand that 

u their serenity is not all that it 
should be, we are officially unaware that any of them 
are at war. Planes, bombs, and other instruments of 
persuasion may be freely shipped to them under the 
law. The State Department, however, long since “re- 
quested” that plane manufacturers think deeply before 
sending any more ships to Japan. Cooperation has been 
perfect, not only because of the sentiments involved but 
also because the results of obstinacy in the matter would 
hardly be pleasant or profitable. 

The same type of embargo is now extended to alumi- 
num and molybdenum and it applies to Russia as well 
as Japan. Potentially more important to Climax Molyb- 
denum, which produces seven-eighths of the world’s sup- 
ply of the metal and exported last year over 80 per cent 
of its production, than to Aluminum Co., the moral 
embargo technique is a knotty problem in international 
ethics. While we insist upon our neutrality we somehow 
or other hate to see American bombs deliberately dropped 
on civilians, hospitals and schools. Pacifism is a dis- 
credited word, yet it would describe our attitude better 
than neutrality. The chances are that the embargo idea 
will be applied in widening fields—even to products con- 
taining molybdenum or aluminum, for example. Not a 
good way to retain customers, but American industry 
can console itself with the thought that the business 
was temporary and not very desirable anyway. Conso- 
lation for Climax stockholders who saw their stock break 
badly on the news is harder to locate. 


German Railroad Efficiency. American railroads— 
240.000 miles of them—can count the fatal accidents of 
a decade on the front toes of Chessie the C. & O. cat. 
In Germany, with a fraction of the territory and ten 
times the reputed efficiency, they have just had their 
seventh serious wreck in four months. In this one near 
Brandenburg, 132 were killed and almost as many in- 
jured. War strains on German carriers are among the 
most crippling of all defects in the economy. 


Planes to Finns. Finland has a tiny balance of cash 
in the United States, is using most of it to buy sadly 
needed airplanes. The first order for 40 Brewster F2A1 
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fighters amounts to about $2,700,000, leaving not much 
more than a million left for other arms. The $10,000,000 
already advanced by this country cannot be used for 
military purposes, nor can the larger loan which is r- 
ported to be on the fire. Finland’s army is probably of 
more use to us than our own at the moment, but by 
the time we could get around to approving free help 
with defensive arms the cause might be lost. 


Currency Bargaining. A victory difficult to assay has 
been won by the Reich in persuading Rumania to seta 
higher value on marks in terms of her own currency. 
It increases Germany’s buying power by nearly 20 per 
cent in the Balkan oil territory, and it raises the prices 
Rumania will pay for German goods received in ex- 
change. On the other hand, the Nazis are being charged 
very stiff prices for any of the materials they need badly 
from Rumania, with a good chance that Allied bidding 
will increase their enemy’s costs further. It is good, 
clean economic warfare for France and England to pay 
much higher prices for Rumanian oil than for American, 
since they are cutting down the supply to Germany. 


Auto Exports. If there were an automobile maker in 
this country entirely dependent upon foreign customers 
its stock would be a poor investment. Most of the 
nations of Europe impose severe restrictions on the use 
of gasoline, and the price is sky-high. Trucks are our 
best bet here. South America may buy autos but must 
buy dollars first. Australia is almost as bad as England. 
Japan has ruined the Asiatic market. Speaking rela- 
tively, South African gold is the only bonanza in sight 
for the motor exporters in the immediate future. 


War Oddity. One can hardly be blamed for wondering 
if this war is what it seems to be. A correspondent of 
the Iron Age relates the story of a deal to ship iron from 
France to Belgium and coal in the other direction. Says 
he: “It is easily established that Belgium can neither 
consume this quantity of ores nor supply the 4,000,000 
tons of coal. . . . The assumption is that most of the 
coal will come from Germany and the iron ore will go 
to Germany. . . . That there is also a not unimportant 
other trade (machinery, tools, implements, etc.) via 
Belgium between France and Germany has but recently 
been confirmed by Belgian sources.” If this is true, the 
blockade between the United States and Germany 3s 


THE MAGAZINE OF WALL STREET 











more effe 
Perhaps 1 


Internati: 
don Stocl 
ction 10 
Berlin. 1 
their leve 
held steac 
Now tha’ 
the quiet 
ies and 1 
Kingdom 
moved u 
a year aj 
as Englis 
i a war 
the mar 
ever, is tl 
tion com 


Keeping 
lish firm: 
wable | 
[atin-Ar 
trying to 
to their | 
results a 
tomers | 
keeps. th 
preciatec 
ness of 

pered 01 
tun ou 
what wi 
from En 
we. B 
America 
probably 
will be 
petitive 


lnvestm 
troops ii 
again in 
for year 
less hay 
Rises h 
impressi 
is neces 
in easte 


Air Pro 
and adv 
capable 
in addi 
negotiat 
attack | 
ing for 
it Cu 
most pe 
type of 
develoy 
Well fo 


DECEM 







- much 
100,000 
ed for 
is re- 
bly of 
ut by 
e help 


ay has 
) set a 
rency. 
20 per 
prices 
in eX- 
larged 
badly 
idding 
good, 
O pay 
rican, 
many. 


cer in 
omers 
f the 
e use 
e our 
must 
sland. 
rela- 
sight 


ering 
nt of 
from 
Says 
‘ither 
0,000 
f the 
ll go 
rtant 

via 
ently 
, the 
ry is 





REET 














nore effective than that between the two belligerents. 
pehaps we haven’t yet the hang of what’s going on. 


international Markets. Steady strength on the Lon- 
don Stock Exchange has been accompanied by firmer 
yction in all the capital markets of Europe, including 
Berlin. British industrials are only nominally below 
iheir levels of late August, while the domestic rails have 
eld steadily above there and managed to move higher. 
Now that sterling and francs are firmly tied together, 
the quiet recovery in the pound applies to both curren- 
es and to a number of others as well. Reuter’s United 
Kingdom Commodity Index has 
noved up to 173, against 137 
a year ago, pointing yet higher 
ss English prices continue to rise 
ina war economy. In none of 
the markets mentioned, how- 
ever, is there any sign of a situa- 
tio completely out of control. 


Keeping It in the Family. Eng- 
lish firms which find themselves 
mable to make deliveries to 
latin-America and elsewhere are 
trying to pass the business along 
to their Canadian cousins. First 
rsults are successful. The cus- 
tomers are willing because it 
keeps them in the area of de- 
preciated currencies; the willing- 
ness of the Canadians is ham- 
pred only by their ability to 
tum out the necessary goods, 
what with the unusual demands 
fom England and for their own 
we. But as an obstacle to 
American export ambitions it 1s 
probably temporary. New sales 
will be made on a strictly com- 
petitive basis. 


Wide World Photo 


Germany and France. 


Investment Ghosts. Serious reverses for the Soviet 
troops in Finland have raised old hopes of a monarchy 
again in Russia. Czarist bonds which have been selling 
for years on the Paris Bourse at a cent on the dollar or 
less have attracted some bidding in recent sessions. 
Rises have been microscopic in money, but run to 
impressive percentage figures. Considerable optimism 
is necessary nowadays to believe that any government 
nm eastern Europe will remember its predecessor’s debts. 


Air Progress. German flyers have appeared with a new 
and advanced model of the Messerschmitt plane, reported 
capable of a 379-mile speed and mounting two cannons, 
in addition to four machine guns. The British are 
negotiating with Douglas Aircraft for a projected new 
attack bomber, a variation of a model Douglas is mak- 
ing for the French. A speed of 400 miles is claimed for 
lt. Curtiss-Wright has a new pursuit ship using the 
most powerful engine—1,200 h.p.—ever installed in this 
ype of military plane. It is called the Hawk 75 A-4, 
developed from the Hawk 75 which has been doing so 
Well for the French over the Maginot line. It was in 
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No emotional background for war, but universal, 
poignant hunger for peace is visible in England, 
So finds J. D. Mooney, in 
charge of General Motors exports, home on the 
Atlantic clipper from a four-month tour of Europe. 


one of these earlier models that a test pilot set a power 
dive record of 575 miles an hour. Indications are that 
Allied equipment, with American help, is rapidly gaining 
a distinct edge in quality and catching up in quantity 
of planes. 


Devious German Imports. Exports from this country 
to Germany during October amounted to a mere $39,000 
—and much good may the materials do them. But ship- 
ments to certain other nations gained enough to suggest 
that some were going indirectly into the Reich. To Rus- 
sia we sent 362 per cent more in October than in Sep- 
tember; to Sweden $16,727,000 
against $8,695,000 in the previ- 
ous month; to Switzerland 
$2,745,000 in October, $1,617,- 
000 in September and $899,000 
in August; to Norway $5,936,000 
in October, $1,531,000 in Au- 
gust. Italy, too, became a sus- 
piciously good customer. Ger- 
many undoubtedly has found it 
expensive dealing through these 
middlemen, and reports on No- 
vember trade show a curtailment 
of the trend already, except in 
the case of Russia. 


Armor—Sunburn. The Alumi- 
num News-Letter, published 
by the Aluminum Co. of Amer- 
ica, comments on the stor- 
ies of miraculous new armor 
capable of stopping modern bul- 
lets: “A coat of aluminum armor 
light enough to be worn would 
have just about the protective 
effect of a heavy coat of sun- 
burn.” And furthermore, knight- 
hood has definitely gone to seed. 


Fuel Scarcity. Coal in this 
country is a problem in abundance. American mines can 
only hope that demand created by the industrial pickup 
will be aided by increased exports to South America now 
that other supplies are blocked. In England, our school 
books taught us, the possession of coal in practically 
unlimited quantities meant the island’s main grasp on 
prosperity. Yet it is only within the last few days that 
rationing of the fuel has been ended, with a request for 
economy in private use. Reason—the English have built 
up a fairly impressive total of gasoline production from 
the output of their mines. Nothing like the Germans, of 
course, but here is the price followers of the Fuehrer pay: 
the ration for each household is 300 pounds of coal per 
month, which might amount to one ton annually; but 
one has to be lucky or influential to secure more than 
a fraction of that from the dealers whose stocks are 
being robbed to keep the war machine running. 


Pulp on the Way. Shipments of wood pulp from Scan- 
dinavian countries have been passed through the Ger- 
man blockade on our promise they will not be re-ex- 
ported. Imports will continue small, however. 


341 











Continued Gains in Power Sales Are Indicated—and Next 
/ Fall's Election Holds Out the Hope That Life Begins in '40 















































Can the Utilities Come Back? 


BY FRANCIS C. FULLERTON 


 =_—_ the utilities have long exhibited a 
marked independence of action, a tendency to go their 
own sweet way, whether up or down, with little regard 
to the trend of industrials or rails. It was not until 
March, 1935, almost three years after the rest of the list 
had made bottom, that the power shares reached their 
lowest post-1929 ebb. In 1937 they topped out a good 
two months ahead of the rest of the market and ata 
level, incidentally, that was still slightly under their 
1933 high. 

The principal factor contributing to the wayward na- 
ture of the group, of course, is no secret. No. 1 whip- 
ping boy of the Administration, victim of Government 
competition, target of punitive Federal legislation and 
subject to the continual attentions of state regulatory 
bodies, the power industry has suffered a long siege of 
that dread vocational ailment of all business—‘polit- 
icosis.” Apparently convalescent and on the road to 
recovery as recently as this fall, the industry has suf- 
fered a relapse. Investors are naturally beginning to 
wonder whether its ailing condition may not be chronic. 
First symptoms of recurring trouble appeared several 
weeks ago—symptoms like TVA Director Lilienthal’s 
assertion that Commonwealth & Southern’s Alabama 
Power Co. was not carrying forward the construction of 
rural lines rapidly enough, undercover gossip in Wash- 
ington to the effect that the Administration would short- 
ly invoke the death sentence clause of the Utility Act. 
Then came the super-grid plan and the patient took to 
its bed again. 

The super-grid plan is an outgrowth of a somewhat less 
elaborate program sponsored by Assistant Secretary of 
War Johnson some months ago and agreed to by the in- 
dustry’s top officials. With the jettisoning of Johnson’s 
National Defense Power Committee, however, the fine 
Italian hand of Messrs. Corcoran and Cohen became ap- 
parent and the grid plan took on grandiose proportions. 
Into the picture stepped the National Power Policy 
Committee headed by Mr. Ickes whose record as a util- 
ity hater is just about unimpeachable. Leading utility 
men were again summoned to Washington to hear what 
was in store for them. 
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What they heard were plans for an interconnecting 
high tension transmission system between the industrial 
yeas of New York, New England, Philadelphia and 
Pittsburgh, thence westward through Ohio, Michigan, 
Indiana, Illinois and Wisconsin, southward to St. Louis 
and the coal fields of lower Illinois, tying into the TVA 
ystem and then swinging north again through West 
Virginia, southern Pennsylvania, Maryland, Delaware, 
Yew Jersey and back into New England. There was also 
official gossip, subsequently denied, of some new steam 
plants for stand-by or reserve purposes in the event of 
development of St. Lawrence power. 

Proposed methods for financing the project have been 
varied. First it was suggested that it be left entirely 
yp to private enterprise with possibly some Government 
jid in the form of RFC loans. Next, the President men- 
tioned the possibility of following England’s example, 
ie—ownership split between the utility industry and 
the Government with the latter holding control. Latest 
scheme calls for the Government to handle the whole 
thing through a new agency authorized to issue its own 
debentures in order not to add directly to the Federal 
debt. 

Under the latter set-up it is proposed that the com- 
pleted lines be leased to private companies, thus obviat- 
ing the possibility of further Government competition 
in the sale of power and also eliminating the need for 
construction of additional generating capacity in any 
locality where temporary demand of unusual proportions 
may develop. 

Despite these rather enticing arguments, utility men 
are understandably chary of the entire affair. What- 
ever may be promisesd to win Congressional approval 
and the cooperation of private power interests, the pro- 
gram will put the Government just one step further into 
the utility business. Nor can any but the very ingenu- 
ous be certain that the system will be operated as 
benevolently as promised once 





ing influence in the direction of expanding consumption. 
But there are also some additional factors that, unim- 
portant up to now, may gradually assume equal rank 
with the foregoing as a spur to sales. 

Air-conditioning, for example, has expansion possi- 
bilities that may eventually place resultant electricity 
demand on a par with that for lighting (the latter now 
accounts for little better than a third of the total domes- 
tic load as compared with more than one-half ten years 
ago; refrigerators and other appliances have taken up 
the difference) . 


New Building Aids Power Sales 


Then, too, there is that long promised building boom. 
Sooner or later—and quite possibly within the next few 
years—an expansion in building activity, particularly in 
the residential field and of proportions that have not 
been seen since the twenties, is a better than even bet. 
The additional market for electric power that it will 
bring with it is bound to be considerable. 

From an earnings standpoint, of course, the domestic 
market is more important than its share of kilowatt hour 
consumption would indicate and the industrial load, 
ordinarily accounting for about 55 per cent of total sales, 
contributes nothing like that percentage of the indus- 
try’s revenues since rates to large users are relatively 
low. Consumption in the commercial and domestic 
markets, which in normal years now account for about 
18 and 21 per cent of sales, respectively, has increased 
more rapidly in the last decade and a half than that in 
the industrial field. 

But what of the near term outlook? With output 
moving constantly into new high ground, with estimates 
of industry’s capital outlays next year ranging from $550 
millions to as high as $700 millions and all hands agreed 
that the 1940 utility construction budget will top any- 





ithas actually been constructed. 
Moreover, its desirability from 
a national defense standpoint is 


CONTRASTS IN TRENDS 





open to serious doubt. Wendell 

Willkie probably summarized 
the opinion of the industry when 
he termed the project “wholly 
unnecessary.” 

Outside the realm of polities, 
the utility industry has been 
faring well. Week by week, 
total output of electricity has 
been setting new all-time rec- 
ords and the end is not yet. 
Though the rate of growth of 
power sales is now far lower 
than in the haleyon twenties, the 
secular trend, is still unmistak- 
ably upward. Promotional rate 
reductions, better and cheaper 
home appliances, extension of 
distribution lines especially in 
tural areas and the growth of 
the electrochemical industries 
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thing seen since 1930’s whopping total of almost $1,000 
millions, are utility investors coming back into their 
own? Apart from the political angle—which will not 
be definitely settled until the first Tuesday after the 
first Monday of November, 1940—the question boils 
down to a matter of rates and costs. For despite a 29 
per cent increase in kilowatt hour sales over the past 
decade, the industry’s dollar revenues have expanded not 
one whit. Moreover, net in relation to gross has de- 
clined from 27 per cent in 1929 to 20 per cent in the best 
recent year, 1936. 


Changes in electric rates are almost invariably down- 
ward and, since 1929, have tended under pressure of 
public regulatory boards to precede rather than to fol- 
low offsetting savings in costs or increases in production. 
Promotional rate cuts—i.e., those from which the cus- 
tomer benefits only by increasing his consumption—do 
not ordinarily impair overall revenues. Straight cuts, 
however, which have become increasingly numerous, 
bite directly into gross and net income. It is in the do- 
mestic field particularly that pressure on rates has been 
most severe (for obvious political reasons); in the in- 
dustrial market there are some indications that the down- 
ward trend of rates may be approaching an end. 


As for costs, they are for the most part of a relatively 
fixed nature. According to a breakdown by the Edison 
Electric Institute for the year 1936, the biggest single 
item was payroll (31.6%); since the greater part of 
personnel is composed of meter readers, clerical and 
maintenance forces, etc., little in the way of savings can 
be realized in salaries and wages when revenues decline. 
Taxes (23.5%) are, of course, beyond the realm of man- 
agement control and the trend of levies has been unin- 
terruptedly upward over an extended period of time. 
The cost of fuel (12.8%) is somewhat more variable 
but currently has risen as a result of the war advance in 
almost all commodities. Depreciation charges (16.5%) , 
which used to be determined as a percentage of revenues, 
are now, at the insistence of Federal and state authori- 
ties, generally reckoned on a basis of the estimated life 
of the property and thus tend to remain fairly constant 
from year to year. 

Though domestic and commercial sales ordinarily 
show little cyclical variation, swings in industrial con- 
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Three Year Earnings Record of 17 Repre. 
sentative Utilities 


Earned per Share 
1938 1939 (Est) ~ 

American Gas & Electric $2.23 $2.60 
American Light & Traction... . . 1.47 1.60 
American Power & Light d0.08 0.25 
American Water Works 0.38 1.00 
Cities Service Corp 0.23 0.35 
Columbia Gas & Electric...... 7 0.31 0.75 
Commonwealth Edison 2.37 2.40 
Consolidated Edison 2.09 antag 
Electric Power & Light d0.36 0.10 
Engineers Public Service i. 0.81 1.50 
Middle West Corp........... 0.81 1.15 
National Power & Light i 1.28 0.90 
Niagara Hudson Power... .... 0.50 0.60 
Public Service of N. J... ..... 2.34 

Standard Gas & Electric 2.26 

United Gas Improvement C.99 

United Light & Power"A”.... d0.15 








sumption, together with the fixed nature of most operat- 
ing costs, tend to make for some cyclical fluctuations in 
earnings though the utility industry is far less subject 
to this sort of thing than are most other industrial lines. 
As revealed in the table above, only three of the 
companies included—Commonwealth Edison, Engineers 
Public Service and Middle West Corporation—were able 
to take the 1938 depression in their stride and turn ina 
record of uninterrupted earnings gains over the three- 
year period 1937-39. 

Chief reason in the case of Middle West Corp., of 
course, is the fact that its operating subsidiaries serve 
areas that are ordinarily little subject to cyclical influ- 
ences. The company’s system derives over half of con- 
solidated gross and about three-quarters of net from 
the rapidly developing oil and agricultural territory of 
Texas, Oklahoma and some adjoining states. Since 
properties in this area are rather well integrated, require- 
ments of the Utility Act will probably be met without 
too great difficulty though considerable simplification of 

the system’s corporate structure is 





Electric Power Output vs. Capacity 


Output 
(Billions of Kwh) 
Lost in 


Indus. Com'l Dom. Other Trans. Total 


ee ve ots ar 
SA 21 
Ee 54 19 
1936 49 17 
1935 . 44 15 
Sie 4 14 
1933 on 34 13 
Ar 31 13 
1931 pepe 13 
Ee 12 
WORD. scsc002022. GB 11 


21 115 
21 120 
20 110 
18 96 
17 88 
16 80 
16 80 
16 88 
17 92 
18 93 
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Source: Edison Electric Institute. 


(Thousands of Kilowatts) 


needed. In this connection, it is of in- 
terest to note that the parent company 
has been employing surplus funds in the 
purchase of securities of intermediate 
holding companies. Ultimate recapital- 
ization of the system should benefit se- 
curity holders of the company consid- 
erably as, due to defaulted subsidiary 
preferreds, it has recently been able to 
get its hands on only about 40 per 
cent of the system’s earnings. 

Other factors tending to restrict Mid- 
dle West’s earnings expansion, even 
though profit gains since the company’s 
reorganization in 1935 have been con- 
siderable, are increased depreciation 
charges and a rising trend of taxes. Con- 
servative financial policy (a natural 
aftermath of the Insull fiasco), as well 


Capacity 


Steam Total 

36,330 
34,960 
34,260 
33,888 
33,524 
33,734 
33,864 
33,077 
32,050 
29,559 


25,326 
24,721 
24,599 
24,383 
24,7159 
24,941 
24,271 
23,843 
22,120 
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ss continued purchases of sub- 
jdiary securities, suggest that 
initiation of dividends is not a 
yar term likelihood though 
frances of both the parent and 
its subsidiaries are in generally 
good shape. 
“In contrast with Middle West, 
Commonwealth Edison serves 
a highly industrialized metro- 
plitan area. And since all its 
properties are closely intercon- 
nected in the Chicago district, 
the Utility Act presents few 
problems. However, the com- 
pany offers an excellent example 
of how rate cuts can affect gross 
and net despite advancing kwh 
ales. For though well sus- 
tained industrial consumption in 
and around Chicago, as well as 
further expansion in domestic 
ales as a result of an aggressive 
merchandising policy pursued 
by the management, indicate 
substantial increases in output 
in the months ahead, the $2,- 
08,000 annual rate reduction 
instituted last April will prob- 
ably hold gross revenues well in check from here on. 
Costs are currently under satisfactory control and addi- 
tional interest savings will be forthcoming from recent 
refunding operations. Conversion of the company’s 
debentures is going forward rapidly and though this will 
result in some dilution of shareholders’ equity, earnings 
on the common are not expected to be seriously affected 
thereby. The annual dividend rate, recently upped to 
$1.80 or the best level since 1931, is well covered by 
earnings and the company’s shares are not unattractive 
ona yield basis. 


Triangle 


A Stake in Southern Industry 


Also a holding company, Engineers Public Service de- 
tives the bulk of its revenues and profits (55% and 91% 
respectively) from its Virginia Electric and Gulf States 
holdings. Future earnings gains, however, may be some- 
what restricted by reason of the fact that the latter two 
subsidiaries are now earning close to their allowable 
maximum and returns from here on may be determined 
to a large extent by the attitude of regulatory bodies. 
On the other hand, the company’s most profitable sub- 
sidiaries are not seriously threatened by Government 
projects. 

Though Engineers was able to come through the 1938 
depression unscathed earningswise, it is still a far cry 
from its profit levels of a decade ago. Even the $1.50 
per share it is expected to report for 1939, a very sub- 
stantial gain over any other year since 1931, will still 
amount to only about two-thirds of its average earnings 
in the late ’twenties. Proceeds from liquidation of its 
El Paso National Gas holdings enabled the company to 
clean up arrears on its preferred shares in 1937 but no 
payments have been made on the common since 1932. 
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The above control board is the nerve center of the system of 


Consolidated Edison Co. of N. Y. 


That these three companies were able to breast the 
tide so successfully in the past few years is, of course, 
no indication that they will continue outstanding from 
here on. Indeed, the very factors that usually tend to 
sustain earnings in a period of general business depres- 
sion are also those that serve to minimize profit gains in 
a period of expanding prosperity. 

Undoubtedly, the industry’s longer range potentiali- 
ties are still very great even though we can scarcely ex- 
pect that the 20 per cent power sales gain since 1929 will 
be improved upon to such an extent as to make possible 
over the next half dozen years a duplication of the 100 
per cent gain that occurred from 1922 to 1929 when the 
industry was in its mushroom phase of development. 
Nevertheless, the National Resources Committee esti- 
mates that given a $90 billion national income—and, with 
a pro-business Administration, that would by no means 
be out of reach—annual power demand would approxi- 
mate 148 billion kilowatt hours or 21 per cent above 
the 122 billion total for 1937. 

Nor do the industry’s prospects rest entirely upon in- 
creased power and dollar sales. Over an extended period 
of years, long strides in the direction of increased op- 
erating efficiency and consequently lower costs have 
been made and there is little doubt that further progress 
along these lines will be seen. In 1920, for example, 3.4 
pounds of coal were required on the average to generate 
one kilowatt hour; in 1938 only 1.4 pounds were needed 
and the figure is still going down. The most efficient 
modern plants can now turn out one kilowatt hour on as 
little as 0.85 pounds and the average for the industry as 
a whole (steam plants) is working toward this level. 
The present-day steam plant has an efficiency, when 
allowance is made for recovered heat uses, of about 50 
per cent boiler efficiency has (Please turn to page 380) 
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Growth Through Filling Basie Needs 


J. C. PENNEY 


BY STANLEY DEVLIN 


N EAR the turn of the century a merchandising organi- 
zation headed by J. C. Penney opened a small dry goods 
store in the bustling town of Kemmerer, Wyoming. In 
outward appearance there was probably nothing to dis- 
tinguish it from fifty thousand other stores scattered 
throughout the nation. The direction and merchandising 
were in the hands of experts, however, and the store 
prospered from the beginning. 


whence Penney gets the greater part of its merchandise, 
There has been a tapering off in recent years of the 
increase in the number of stores operated. A new trend 
has developed, though, that gives promise for a con- 
tinuation of the company’s growth. So-called metropoli- 
tan units have been established in many of the larger 
cities such as Seattle, Los Angeles, San Francisco, St. 
Louis and Philadelphia. Handling 





By the end of 1912 there were 
34 J. C. Penney stores and a decade 
later there were more than ten 
times that number. In 1928 the 
list topped a thousand units and 
at the end of last year there were 
1,539 stores in the chain. Operat- 
ing in every section of the country 
they had total sales of over a quar- 
ter of a billion dollars in 1938. 

By distinctly limiting its field of 
activity the company avoided many 


The companies 
series of articles 
because— 


since 1929. 


than in 1929. 


1. They earned money every year 
2. They will earn. more in 1939 


3. They have been paying divi- 


a somewhat higher priced and more 
varied line of goods than the other 
stores, they operate on the same 
general basis as the rest of the chain, 
This among other things means that 
all sales are on a strictly cash basis, 
and operating overhead is kept 
down by excluding the many expen- 
sive and unwarranted services that 
ordinary department stores have 
been forced to offer. As a result pro- 
fit margins have been well main- 


covered in this 
are outstanding 


pitfalls that would have prejudiced, 
if not entirely prevented, the 
achievement of its present success. 


dends regularly. 


4. Asa group they will pay 50 per 
cent more this year than in 1929. 


tained by these units in spite of the 
competition that regular depart- 
ment stores offer. As usual the tim- 


Stores have until just recently been 
located exclusively in towns with 
less than 100,000 population. This 
has enabled them to progress un- 


Ph three years. 
hampered by the fierce competition as 


5. They are selling considerably 
below their highs of the last two or 


ing of Penney’s entrance into this 
field was perfect. With the experi- 
ence that the company has from its 
own operations and the mistakes it 
has observed in the methods of or- 





that department stores in large 
cities must face. Then, too, since 
they are confined to clothing, shoes, and dry goods in 
the non-luxury class, sales are relatively stable. This 
factor is further aided by the widely diversified markets 
that the company serves. Penney operates stores in 
every state of the Union—ranging in number from only 
1 in Rhode Island to 112 in Texas and 125 in California. 
This spread makes earnings to a large degree independent 
of localized trends that might go against the direction 
of the nation’s business as a whole. Such centralization 
as does exist is in the Middle West. In eight states of 
that region the company has about 460 or 30 per cent 
of its stores. Actually, of course, the wide variety of 
industry and agriculture in those states gives them per- 
haps greater stability than is to be found elsewhere in 
the nation. The distributing centers are St. Louis and 
New York. Warehouses in these two cities supply 
the whole country, and are close to the sources from 
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dinary department stores, its own 
success was made more sure. 
Though the rise in general operating costs as a result 
of higher wage levels and heavier taxes has eaten into 
the profit margins to some extent, Penney still compares 
more than favorably with the rest of the retail trade 
organizations. A major reason for this is that the com- 
pany owns practically none of its stores. Instead it leases 
them and is, therefore, free to eliminate the unprofitable 
units as fast as they lose ground and move others to 
better locations—all without being forced to take a large 
capital loss. Operating overhead is thus flexible and 
capable of rapid adjustment to changes in the rate of 
business and industrial activity. In addition the cash 
and carry method of doing business saves the cost of 
maintaining credit and collection departments, and pre- 
vents the otherwise inevitable loss from bad accounts. 
Furthermore with the exception of a small corset fac- 
tory and a cosmetics laboratory, no manufacturing units 
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are operated. Most of the merchan- 
dise is made to specifications and 
gid under the Penney brand. In 
this way the company has escaped 
the burden of a heavy capital invest- i 
ment in manufacturing plants that 
could not possibly have been as pro- 
ftable as the stores were during the 
ast difficult decade. By sticking 
lely to merchandising, in which 
feld it is an acknowledged leader, it 
has been able to actually gain ground 
right through a major depression. 
This can be seen from the steady 
dimb in net earnings and sales. 
Though the latter have outrun the 
former, earnings have in fact ex- 
ceeded 1929 levels for every year 
since 1982. The peak in the history 
























trend @ of the company thus far came in 
1 con- @ 1936 when earnings went to $7.36 
ropoli- @ per share. The following year wit- 
larger @ nessed a decline from this figure 





largely because of the sharp drop in 
prices at the end of the year. The 
downtrend was continued during 
1938 with a further drop in sales and 






Courtesy J. C. Penney 






same —f prices. But even so earnings for the 

chain, year came to $5.40 per share, and compared excellently 
s that § with the reports of other companies in the same field. 
basis, Sales for 1939 have run on the average 9.8 per cent 
























kept @ ahead of 1938. Net for the first six months came to $2.33 
xpen- Mf per share. And on the basis that the first half year in 
s that § and year out accounts for only 40 per cent of the total 
have @ sales of the year, plus the recent rise in farm income, 
t pro- the net for the full year should be approximately $6.00 
main- per share. Sales for the first ten months, without adjust- 
of the @ ment for the change in the number of stores were $210,- 
-part- 103,234. With the continuance of the current trend, the 
> tim- § total sales for year will come close to and might even 
y this pass the record of $275,375,137 made in 1937. 
<peri- 
m its Sales Turnover Rapid 
kes it 
of or- The financial position of the company is excellent. 
own Total assets at the end of last year were $85,715,934. 
And about 81 per cent of this figure, or $69,383,795, was 
esult current assets. Cash alone of $19,938,748 was more than 
into § equal to total current liabilities of $12,804,574. A com- 
ares parison of the total sales for last year of $257,963,945 
rade with the inventory position in December, of $49,216,747, 
-0m- reveals that the complete stock of the chain was turned 
»ASES over approximately five times during the year. With 
able prices right on the market, Penney does not make a 
s to practice of carrying a lot of deadwood in the form of 
arge merchandise that is slow to move. 
and Capital structure is simple. With no funded debt and 
e of no preferred stock outstanding (the last share of pre- 
cash ferred was retired in 1934), ownership rests entirely 
t of with the holders of 2,543,984 shares of common. stock. 
pre- This, together with the small proportion of fixed over- 
Ss. head, naturally makes for liberal dividend payments. 
fac- Total disbursements last year came to $4.25 compared 
nits with payments of $5.25 in 1937, and a high of $7.25 in 
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1936. In view of the present earnings, dividends should 
equal at least $5.00 per share which means a substantial 
payment at the end of the year since disbursements thus 
far have been made at the regular rate of $3.00 per share. 

The profit margin of the chain might be improved by 
the indicated reversal in the trend of chain store taxa- 
tion. Although the company has not been hurt to the 
same degree as have some of the food chains that are 
concentrated in only a few states, the threat of punitive 
levies has occasioned some doubt as to future earnings. 
At the end of last year there were discriminatory taxes 
enforced in 22 states of the Union. They affected a total 
of 754 of Penney’s stores. Recently, however, the Su- 
preme courts of three of them—Pennsylvania, Kentucky 
and Minnesota—have declared such taxes unconstitu- 
tional. With this precedent to go by, other courts in 
other states may follow suit. There is as yet consider- 
able agitation down in Washington about the whole 
chain store question. At one time it seemed as though 
legislation might be initiated to establish some sort of 
Federal levy, but Congress has its ear to the ground. 
And that the public reaction to such a move would be 
thumbs down seems almost certain. So aware is the 
ordinary individual of the savings that he gains through 
trading in chain stores that any attempt to push through 
punitive legislation would, in the opinion of political 
experts, be greeted by a wave of protest. Furthermore 
since an election year is on the horizon, Congress will 
obey orders to be on its good behavior. It seems unlikely 
that any legislation will even be proposed let alone 
enacted for some little time. 

That Penney’s growth will not be as dynamic in the 
next decade as it was over the last ten years seems 
practically assured. The slowing down in the rate at 
which stores are added reflects an actual lack of suitable 
locations, and the company (Please turn to page 378) 
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As the Trader Sees Today's Market 





Year-End Report on the Averages 


BY FREDERICK K. DODGE 


j year in the stock market started on a cheerful note 
and is ending in the same way. There were a few occa- 
sions during 1939 when things looked very black, a few 
when the market appeared to be ready to roar past the 
previous November’s highs, and then this latest phase 
of three months’ inaction. It is difficult to believe that 
after alternately seeing so many reasons why the bottom 
should drop out or the sky should be pierced the net 
change in the average has been just about 8 per cent. 

That isn’t the story, though, for the man who owns 
Standard of New Jersey or Nickel or General Motors. 
The averages may influence him more than the action 
of his own issues, simply because they are easier to fol- 
low, but he should never forget that the individual mar- 
kets within the market are the ones that determine his 
results for the year. This is a good time to take stock 
of what has been going on in the more prominent issues 
under cover of a trifling net decline in the market as a 
whole. 

The chart on page 327 has as its uppermost unit the 
average of 40 leading industrials, plotted daily for well 
over a year. The lowest point during the year 1939 was 
in April, the highest at the very beginning of January, 
but these extremes have lost interest except that they 
will go down in the records as the year’s range. Net 
gain or loss since January is one point for examination, 





Late Gainers in 1939 
(Higher in December than at Sept. 12th market peak.) 


Sept.12 Current 1939 Range 
igh ow 


rice Price 

*American Rediator............. 8% 9 183% 8 

American Tobacco B............ 78%, 83 893, 15% 
*Eastman Kodak................. 15014 167 1861/4 13814 

Electric Auto-Lite.............. 36% 38 4056 224%, 

Industrial Rayon................ 24, 28 29% 1634, 
OE ee ere 3114 33 5414 301% 
i ee 58 63 70 50 
CINE ons ofc b boats swadscss 65% Th 1414 61, 
gh ee 8414 9114 945, 74 
Sears Roebuck............... << 99 82 85% 601%, 
United Aircraft................ 443, 46 51 31 
an 361% 38 50% 36 

* Declined during rally to Sep ber 12th. 












the war rally another, and action since then a third. 

Table I ranks the 40 industrials in the average ac- 
cording to their performance over the whole period. It 
was a good year for the merchandising field. Penney 
and Sears Roebuck place one-two in the group and have 
backed up their market performances with excellent in- 
creases in earnings. These two, incidentally, are the 
only issues in the average which were higher at the Au- 
gust 24th low point than at the end of 1938; and they 
have since extended their gains slightly. Woolworth 
is down in the lowest quarter of the list, yet it held up 
better than the average until late August. On the war 
rally, however, its foreign interests dragged it down 
from 4514 on August 24th to 3614 on September 12th, 
with a trifling recovery since then. 

The motors also have a record they can display with 
pride. Chrysler hampered by a strike, General Motors 
by substantial interests in the belligerent countries, they 
both end the year with gains and place well up in the 
ranking. Auto accessories were fair, with a good gain 
for Electric Auto-Lite and a loss for Borg-Warner, which 
is not so completely devoted to the automobile field. On 
the other hand, the tire companies managed to do an ex- 
cellent volume of business and to improve their profit 
showing impressively, but they have been affected by 
fears of a squeeze between higher rubber and cotton 
prices and their own price schedules. U.S. Rubber, the 
only representative of this industry in the average, is 
well down in the list. 

Whether one classes them as strictly war babies or 
not, the steels owe their relatively high standing to the 
September rally and to 90 per cent operations. The 
consistency of the three steel isues in the average would 
be curious were it not quite habitual. After Bethlehem 
had fallen from above 78 at the beginning of 1939 to be- 
low 55 in August, it rallied to almost twice that figure 
and ended with a 5 per cent gain on the year. Republic 
was 24 in January, 15 in August, and now 24 again. 
U. S. Steel started 1939 at 69, got down to 4314 on Au- 
gust 24th, and recently sold at 68, or less -than a 2 per 
cent net decline. 

In the last. war the metals and particularly the cop- 
pers were outstanding gainers, but in this one only 
American Smelting of the four issues in that group in- 
cluded in the average managed to turn in a good per- 
formance on the year. International Nickel has been 4 
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conspicuous weak spot, first on threats of Canadian 
taxation and exchange control, then on loss of Finnish 
interests, and lately on persistent tax selling by owners 
who wish to offset profits in other issues by losses in this 
one. Anaconda suffered during the early part of the 
year on dismal reports from its South American sub- 
sidiaries and the tax situation down there. When the 
war broke out Anaconda was a spectacular gainer, rising 
three and a half times as much as the average, but pros- 
pects that the Allies will be well supplied with copper 
from their own mines have pulled the stock back. Na- 
tional Lead has been another disappointment since its 
first strong rally on the war news; it is now only slightly 
above its low for the year. 

The two worst groups in the average to own during 
1939 were the amusements and the business equipments. 
Loew’s, Paramount and National Cash Register all 
placed near the bottom, all affected by the same thought 
of business to be lost because of the war. These three 
issues were among those which lost ground during the 
September rally in the market. Johns Manville and 
American Radiator in the building industry have also 
had a bad year. 

The oils are all in the lower half of the list, although 
they would presumably be helped by a long and des- 
perate mechanized war. As a matter of fact, their gains 
in early September were well over twice as large as those 
of the market as a whole, but they were not enough to 
make up for the previous declines. Only Texas Corp. 
was able on September 12th to better its price at the 
beginning of the year. Since then, the discouraging 
statistics on the industry have hurt the group. 

Without a doubt the most surprising discovery in this 
sort of analysis is to find that an industry setting all 
kinds of new records is unable to stand out in market 
performance. United Aircraft gained on the year, but 
Boeing lost far more, and the result for the two repre- 
sentatives of the industry is well below average. If 
more issues were included the showing of the group 
would be greatly improved, since Boeing is a special 
situation, but even United, which is a leader, was out- 
performed by such sober wheelhorses as American Can. 
When leaders in the rally to September 12th are con- 





Leaders in the War Rally 


(Moving twice as widely as the Average—Aug. 24 to Sept 12, 


1939) 
Advance to 
Sept. 12 Price Recent 
% Sept. 12 Price 
Ramm Ste NS Co ik wate swt ore 90 28% 24 
Mime Slates Steel... css cccececee 90 821, 68 
NOME GIGAD 5.55508 volo sst arlewe ess 79 981, 83 
RM ee ha AE tae esis 72 11 a 
MM a een he oe carseat alts 66 37% 31 
Le CORES eae 59 27% 23 
American Smelting..................-. 56 63 52 
MP GUMINANE 5 055.5: < cosine sae s Saaiieciaiwss 51 46 41 
Texas Corporation... ..............000- 50 50 44 
eo 46 30% 23 
Intemational Harvester.................. 43 70 63 
Average—40 stocks...............055. 21 115.28 110.24 
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Ranking 1939 Net Market Action 


(40 Industrial Stocks) 


1938 Dec. 1939 Change 
Close Price % 

Pi Gu WS ooo och cen tee eaee 7814 1 +17 
SO IN 5 os Soececccchatocbs 713% 82 +13 
COI 5 hc chk ndcexuneseves 1003/4 113 +12 
ee 24%, 28 +12 
Electric Auto-Lite................... 34%, 38 +11 
CON ARIE So. oocion esc ccacesice 50 54 +8 
I es ci Bek iepcsened 425/, 46 +8 
Ge eae ce teyn dee nccuncaterses 83 89 +7 
OPN Ne oa occ ntielo deine se 7858 83 + § 
International Harvester................ 601%, 63 + 5 
American Smelting. ................. 513% 52 

ROO 9 nc nies sa sec oseninw cers 243 24 

Alain: Gtalae Steel. co... we eee w ee 691, 68 —2 
OE COE OTL EEE ETT Ee 8954 87 — 3 
Westinghouse Electric................ 11914 115 —4 
Ce Noa. viele tc clgadecsiveusers 661% 63 — 5 
yo | eee 193 179 —7 
American Tobacco B................. 838%, 83 —7 
em Ny ioe ona sake ccdeeteene 1843/4 167 — 8 
IIR 25.9 ews. wos se kaos 431 40 —8 
Weseh R OI os ov bss cececsnaes 48 44 —8 
I ad hie aa gu Wide cin Vemaeeee 3514 31 —11 
eee eer Cree 10%, 63 —11 
Po PA er APP rer rice 474, 41 —14 
American Steel Foundries............. 4052 34 —16 
National Distillers.................-. 238 23 —18 
Standard Oil (New Jersey). .........- 53% 43 —19 
United States Rubber................. 52 a —19 
INR oo os oak hos cccccccieenses 315% 2s —20 
TOE EET O CECT ECCT E'S 50 38 —24 
International Nickel.................. 561% 36 —26 
WORMS rioons sou ccvncewands 271% 20 —26 
Cem OD ooo. 5c Sodcce cceecccue 311%4 23 —27 
(, se SAR errr ere Te 11 8 —27 
nas RRND oid 91 rls) ice! alc are ecarniar ee 105 75 —29 
NG ai ca car ons kc cilarccenacacvas 3452 23 —35 
Lo CER EET ORY COPEL EEE ERC ELC 541, 33 —39 
National Cash Register................ 251% 14 —44 
IIIc hes acnwcecanssiuusesdes 135% Th —44 
American Radiator............-.--.-- 18 9 —s50 
Average—40 stocks. .............--- 119.51 110.24 — 8 





sidered, one expects to find the steels in first place. The 
blue ribbon war baby of them all, however, gives way 
to both Republic and U. S. Steel in the compilation in 
Table II. All of these issues gained more than twice as 
much as the average in the move from the August in- 
termediate low to the September 12th high. Several of 
them were of the type that benefits from any rally, no 
matter what the cause. Since their few days of glory, 
none of these stocks have held up as well as the average, 
which has been going through a consolidation phase ex- 
pected to penalize the widest recent gains. Among the 
best with 10 to 12 per cent reactions from their Sep- 
tember 12th prices have been International Harvester, 
Allis-Chalmers and Texas Corp. The worst have been 
Pure Oil and Continental Oil, off 27 per cent and 23 per 
cent. Their action could be more logically explained if 
Texas Corp. had not inconveniently held so well. 

Nine issues in the average declined during the phase 
of early war rally. For the (Please turn to page 375) 
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Why 1940 Profits Will Be Up 


For Installment Finance Companies 


Current and Long Term Growth of Earnings Is Indicated 


for Commercial Credit and Commercial Investment Trust 


BY H. L. TRAVIS 


= the past fifteen years installment financing 
has become a fundamental part of the national economy. 
Prior to that time such loans were frowned upon in 
conservative circles, but the experience of the two leading 
companies—Commercial Investment Trust and Com- 
mercial Credit—has proven this method to be lucrative 
both for the finance company and retail distributor, 
while the borrower’s ability to pay for his purchases is 
testified to by the small number of losses realized on 
outstanding loans. Under the present set-up of mass 
production methods, individually financed loans are 
undoubtedly a necessary part of the economic machine, 
since they assist in spreading purchasing power over a 
broad area. The question facing investors, however, 
consists in determining whether earnings of finance 
companies shall continue satisfactory both in the im- 
mediate and more distant future, or whether a period 
of relative stability lies ahead for the two leading units 
in the industry. 

Both Commercial Investment Trust and Commercial 
Credit depend largely upon automotive sales, which 
constitute their chief source of revenue. Through the 
acquisition of Universal Credit Corp., C. I. T. in 1933 
obtained the right to finance Ford dealers, and this 
connection provides an important contact. In a similar 
manner the most important single contact of Commer- 
cial Credit consists of the financing of Chrysler car sales. 
The other member of the “Big Three” automobile manu- 
facturers is General Motors, which finances its dealers 


through its wholly owned General Motors Acceptance 
Corp. In a general way it might therefore be concluded 
that these companies are to a considerable extent inter- 
dependent, so that automotive sales and automotive 
financing maintain a fairly close co-relation. 

Besides retail and wholesale automobile financing other 
important sources of revenue consist of textile factoring 
accounts and industrial receivables obtained in financing 
purchases of such items as refrigerators, radios, oil burn- 
ers and other household appliances, store fixtures, etc. 
While industrial receivables are still relatively small on 
a percentage basis, this division has shown indications 
of growth. 

Automobile financing is divided into wholesale and 
retail accounts. The former censist of dealer require- 
ments, since automotive manufacturers sell cars only for 
cash and few dealers have sufficient capital to make 
these purchases without borrowing. In addition dealers 
often have to take used cars as trade-ins with the result 
that considerable of their capital becomes tied-up over 
long periods. Finance companies as a rule make loans 
only against new cars. Rates charged dealers are gen- 
erally so low, however, as to yield little return, but they 
are instrumental in obtaining dealer good-will, which is 
of considerable benefit. 

In the retail division it is estimated that from 50 to 
60 per cent of all cars purchased require a deferred pay- 
ment plan. Thus with an expansion of automobile sales 
the volume of installment paper increases, and conse- 
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quently the earnings of the finance companies. No 
control over this important factor can be exercised by 
the companies themselves, but the actual result is that 
armings lag behind those of the major automobile manu- 
acturers. It can therefore be put down as a general rule 
that increased automobile sales mean a more favorable, 
earnings record for the finance units in the following 
sx months. 

In poor years, such as the first six months in 1938, 
the number of used cars bought on the installment plan 
approaches the number of new car purchases financed 
in this way. This is due to the general attitude by the 
car buying public which restricts its obligations during 
poor years and expands them in good times. As a result 
the percentage of new to used car installment paper 
varies in accordance with general cyclical fluctuations. 
Another important influence on company profits has 
been the extension in installment paper from an average 
of 12 months duration to 18 months at present. This 
latter figure is, however, a reduction from 24 months 
paper in vogue for several years until September, 1937, 
at which time the leading units in the industry came 
to the decision that terms had grown too lax. At the 
present time a one-third down payment is required, while 
credit on used cars is limited to 12 months. Thus changes 
in terms granted exert a substantial influence on the 
quantity of paper outstanding, and likewise on the po- 
tential earnings of these companies. 

Besides C. I.-T.’s interest in Universal Credit Corp., 
complete control being acquired in 1938, other important 
acquisitions have been undertaken since the company’s 
incorporation in 1924. Among the most important of 
these were several textile factoring concerns, including 
William Iselin: & Co., one of the oldest and most prom- 
inent factoring units in the country. The addition of 
this type of business has been effective in making C. I. T. 
less dependent upon automotive activity. As a matter 
of fact several indications point to management policy 
aimed toward independence, so far as possible, of the 
automobile industry. Even within this industry diver- 
sification appears to be a cardinal feature since beside 
Ford the company serves Nash, Hudson, Graham-Paige, 
Terraplane, Lafayette, White Motor, Diamond T, Stew- 
art, Reo and Studebaker. 

Two important steps in the direction of diversification 
have been initiated recently. First is the acquisition of 
National Surety Corp. in 1936 with an outlay of $10,- 
031,000 cash. Secondly, is the now contemplated pur- 
chase of the charter of Michigan Industrial Bank in 
Detroit. This latter merger, which is reported to be 

















30, 1939 





LONG TERM GROWTH 
OF INSTALLMENT FINANCING 








1800 


» i T a7 ce 


jt + 4 + + ~f 


ee ee GO A Cee eee 





1400. —}—_}_}_}_+_+_ ++ 1 1 


1200 Lf 
1000 / a 


800 

















MILLION DOLLARS 





600 










































































nearing completion, will enable C. I. T. to make loans 


secured by chattel mortgages and other collateral as 
well as other small installment loans. Both of these 


enterprises indicate that the management is not at all 
inclined to let things drift, but is exerting every effort 
to anticipate approaching problems. National Surety 
continues to operate independently with some 6,000 
agencies and its own personnel. Its operations are con- 
fined to the writing of fidelity and surety bonds, plate 
glass and burglary insurance. 

Like C. I. T., Commercial Credit has expanded through 
the acquisition of outside units. Organized in 1912, re- 
ceivables have grown from a mere $2,004,842 in that 
year to a high of $933,854,332 in 1937. In 1933 a foot- 
hold in the textile factoring field was obtained through 
acquisition of the Textile Banking Co. In this respect 
the company appears to have followed the path of 
C. I. T., which entered upon this line of development 
in a large way in 1931. In any event this business, con- 
sisting of the purchase of open accounts of mills and 
wholesalers with occasional advances on inventories, 
gives Commercial Credit some diversification. In 1936 
control of over 99 per cent (Please turn to page 376) 
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View of the hangars ond administration building of the $40,000,000 New York Municipal Airport taken on opening day. 
Flights are scheduled at the rate of 116 per day at the present time. 


Profit Prospects for the Airlines 


Two of the Leaders Are Now Well Into the Black 
and the Industry's Best Earnings Phase Lies Ahead 


= as the railroads superseded the 
pony express, so air transport is start- 
ing to supersede the rails. This does 
not mean that rail shipments, especially 
of heavy freight, are doomed to extinction, but rail offi- 
cials readily admit that air line transport companies 
have already cut into their passenger and mail traffic, 
and express business via air is steadily increasing. There 
can be little doubt that air transport has a long and 
useful era ahead of it, and now that the first speculative 
splurge is past the lines are slowly but steadily working 
into a sound economic position. 

Approximately four or five years ago great predictions 
were being made for air transport shares. Stocks of lead- 
ing companies sold at fancy prices, at higher levels than 
they do today, despite the fact that they were being 
purchased only on the prospects of a visionary future. 
At the time the public’s imagination had been fired, and 
though undoubtedly correct from a long term viewpoint 
relatively few people who purchased these shares at the 
time had the patience to hold through to see their dreams 
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BY WARD GATES 


come true. Since there wasn't any 
quick and easy money, as many had 
anticipated, most of the enthusiasts lost 
interest. But today the picture has 
changed. Many small air lines have been incorporated 
within the larger systems, while operations, as a result 
of technical and managerial improvements, have been 
placed on an efficient basis. 

Those who have followed the industry over a period of 
years readily recall that in 1934 the Post Office Depart- 
ment suddenly and out of a clear sky cancelled air mail 
contracts to the air lines, and decided that the Govern- 
ment should take complete charge of these operations 
itself. The disastrous result of that decision, causing 2 
it did the death of many air pilots and the cracking-up 
of a not inconsiderable number of planes, brought home 
the lesson to the bureaucrats in Washington that special! 
experience and knowledge is a prerequisite to air mail 
transportation just as special qualifications are required 
for army combat flying. Each demands a specially 
trained personnel and a special type of airplane. While 
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shis Government intervention at the time appeared dis- 
jstrous it was probably the best thing that could have 
happened to the industry. In the first place it marked 
she end of gross Federal interference, and equally impor- 
sant, it led the industry to a more independent attitude. 
Until this development air transport companies had 
leaned heavily upon Government support by way of 
mail subsidies. Following the Government’s failure in 
the operation of mail carriers, rates per mile flown have 
jeclined. For example, in 1929 the Government paid 
#1.09 per mile of mail, whereas by 1936 it paid 28 cents 
and in 1938 some 30 cents. In a word, the pressure for 
lower mail rates no longer exists, and if anything new 
develops higher rates should be the order of the day. 
Even more important, however, is the fact that the lines 
are now largely independent of Government aid. 

A few comparative figures will give the reader a ready 
appreciation of the actual growth in air transportation 
during the past decade. For instance in 1929 the total 
number of air miles flown was 25,141,499, while for 1938, 
according to the Civil Aeronautics Authority, this figure 
rose to $1,058,127, a gain of 223 per cent. Ten years ago 
the number of passengers carried by air came to 173,405, 
whereas by the close of 1938 they totaled 1,536,111, a 
gain of 758 per cent. In 1929 pounds of express carried 
was 257,443 and by 1938 some 9,452,600, a fantastic gain 
of 3,580 per cent. The increase in domestic air mail 
ranges from 6,280,409,884 in 1930 to 14,845,719,671 
pound-miles in 1938, an increase of 136 per cent. 

In bringing these figures up to date attention should 
be given to the highly favorable reports for the current 
year. In September, 1939, both revenue passenger miles 
and express pound-miles flown recorded new all-time 
highs. For the first nine months passengers carried 
gained 43.2 per cent compared with the similar part of 
1988. Likewise during the same period express pounds 
carried increased 32.7 per cent; express pound-miles 
fown by 26.4 per cent; revenue passenger miles flown 
by 39.2 per cent and the available passenger seat miles 
flown gained 23.3 per cent. The load factor, that is the 
ratio of revenue passenger miles flown to total seat miles 
operated, increased from 49.1 per cent in the first nine 
months of 1938 to 55.5 per cent for the same part of 1939. 

The foregoing figures clearly indicate a gigantic growth 
in all divisions of the industry. In the past, however, 
the air lines have had considerable difficulty in showing 
earnings on their outstanding common stocks, let alone 
paying dividends on them. What, therefore, are the prob- 
lems facing the industry, and what are the possibilities 
of these problems being solved satisfactorily? 

For several years the Boeing 10 to 12-passenger plane 
and Douglas DC-2’s were considered standard equipment 
by most major air lines. Beginning in 1936 the DC-3 
was introduced, which with its 2l-passenger seating 
capacity superseded the former 14-passenger DC-2. It 
was found that by increasing the seating capacity of a 
plane 50 per cent operating cost rose less than 25 per 
cent. Hence if operations could be maintained at a rate 
giving a large average payload year in and year out sub- 
stantial headway could be made, and earnings should 
consequently result. Unfortunately the major air lines 
had no sooner placed the new large capacity planes in 
operation than a series of accidents transpired, which had 
the effect of setting the industry back in the dog house 
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once more with consequently unsatisfactory earnings. 

Since these disastrous developments accidents have 
tended to decline, and it is important to point out that 
many fatalities due to certain causes have since been 
safeguarded against, particularly as they were caused by 
minor technical conditions. The record also shows that 
while some temporary hesitancy toward travel by air 
might be shown by the public following a series of acci- 
dents within a relatively short time new highs in passen- 
gers carried are recorded. As a consequence of this there 
has been a tendency for air travel to be less subject to 
seasonal and weather influences than was formerly the 
case, Which in turn has, of course, increased the regularity 
of service. Thus the increase in safety, technical equip- 
ment, not to mention greater speed, have been influential 
in developing a higher load factor. This load factor on 
the DC-3’s runs on the average at about 61 per cent, or 
12.9 passengers per plane without allowance for mail or 
express. This might be considered the break-even point 

Success of the DC-3 led to their installation on a con- 
siderable scale during 1938 with some 14-passenger mod- 
els operated as sleepers. During 1939 Douglas Aircraft 
took a step further and introduced the DC-4, which is 
capable of accommodating 42 passengers. United Air 
Lines was among the first to purchase six of these new 
planes at a cost of $500,000 each. These four-engined 
models have not as yet been delivered, so actual oper- 
ations have not been undertaken. Both Boeing and Cur- 
tiss have introduced and developed models similar to 
the DC-4. These new 42-passenger planes are for use in 
transcontinental flights when a coast-to-coast run in- 
volves overnight service. Commuter service from San 


Courtesy American Airlines 


Part of the pay load going aboard. 











Courtesy American Airlines 


Francisco-to-Chicago-to-New York has been growing 
steadily, and the managements of some of the major air 
lines now believe that the time has arrived to install a 
regular luxury service. The new DC-4’s are not, however, 
practical for short hauls. 

One important difficulty in the profitable operation of 
air lines is that as a virtually new industry, based on 
the highest technical requirements, a considerable period 
of experiment has been necessary. Thus transport by air 
has grown from a rather adventurous undertaking to an 
increasingly steady business with regular runs. Hence 
new passenger models have been introduced and installed 
at a constantly increased rate, so that planes displaced 
have seldom been kept in service a sufficient length of 
time to be adequately depreciated. Despite the more eco- 
nomical operation of the new models, at least theoret- 
ically, the rapid rate of depreciation has militated against 
satisfactory earnings results. Secondly, a minimum capa- 
city load is necessary for the larger planes, and since 
seasonal as well as other elements still make for a 
somewhat irregular demand the theoretical saving is 
not always immediately realized. 


sary meals, costs of air travel are relatively reasonable. 
While flying costs constitute the major operating ex. 
pense, estimated at an average of 65 cents per plane mile, 
other factors make up a sufficiently large percentage of 
overhead. Thus according to the experience of American 
Airlines in 1938 ground expense accounted for 23 per 
cent of operating costs; depreciation and obsolescence 
charges for 15 per cent; sales, 7 per cent; advertising and 
publicity, 6 per cent; and administrative and general 
costs, 3 per cent. Flying expense, according to this tabu- 
lation was 46 per cent of the total. The foregoing 
indicates a potential passenger revenue of about $1.05 
per mile against expenses of 65 cents per mile with 
DC-3’s. . 

The four major air lines are American, United, Trans- 
continental and Eastern, while Pan American Airways 
represents America’s bid in the international air trans- 
port field. The routes of these lines vary and conse- 
quently the type of traffic of each is somewhat different, 
while seasonal factors affect each of them individually, 
Thus United Air Lines and Transcontinental (T. W. A.) 
maintain a coast-to-coast service. The former operates 
the shortest route to Chicago from New York and thence 
to San Francisco, while shorter routes run from the latter 
terminus to Seattle, Vancouver and Salt Lake City. 
Intermediate stops include such cities as Cleveland, 
Omaha and Denver. The contemplated merger of West- 
ern Air Express with United would give the latter a 
terminal in Los Angeles and provide an uninterrupted 
service to lower California as far south as San Diego. 
Approval is awaiting the final decision of the Civil Aero- 
nautics Authority, which is not expected to be announced 
before 1940. These additional facilities, if granted, will 
increase United’s some 4,800 route miles by another 1,349. 
T. W. A. runs west from New York to Los Angeles with 
intermediate stops at Pittsburgh, St. Louis, Kansas City 
and Albuquerque, New Mexico. In March an important 
new route was inaugurated between New York-Chicago 
and Philadelphia. 

American Airlines route West follows generally that 
of Pennsylvania and Atchison railways running from 
New York to Buffalo and thence to Chicago. From there 
on it turns south going through St. Louis, Tulsa and 
Dallas, Texas. Another route runs from New York to 
Los Angeles via Washington, Memphis and Fort Worth. 
Both the New York to Boston and New York to Wash- 
ington lines are particularly well located, and _ provide 
important sources of revenue. This company is the larg- 
est air transport unit in the country covering in all 
approximately 6,000 route miles. Eastern Air Lines is 
in a position to benefit (Please turn to page 375) 





Rates charged for passenger 
travel have been steadily re- 
duced, however. In 1933 United 
Air Lines charged an average 
passenger rate of 5.65 cents per 
mile which had been reduced by 
1938 to 5.05 cents per mile. This 
compares not too unfavorably 
with the Pullman charge of 
3 cents per mile and when 
one cconsiders the saving in 
time and consequently in neces- 


American Airlines 


Revenue Sources of Major Domestic Air Lines 1938 
‘ (Millions of Dollars) 


United Air Lines 

0° % of 

Total Total 

65.7 5.57 56.1 le 3.94 

29.4 3.51 35.3 . 1.51 
3.1 -42 4.3 . 16 
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A.M. BYERS CO. 
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1939 
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WSINESS: As the largest manufacturer of popular priced woolens 
inthe United States this concern's output normally accounts for ap- 
yoimately 15% of the total domestic consumption. Makes all types 
fwoolens and worsteds such as blankets and other similar articles. 
i recent years plants have been consolidated and less efficient units 
siminated, while new machinery has been installed. 


HNANCIAL POSITION: Present capitalization is composed of 
{1,100,000 funded debt, 355,700 shares of 7% cumulative ($100 par) 
weferred stock, and 400,000 shares of (no par) common. Company 
las retired a quantity of its preferred over a period of years at an 
werage price of $30.10 a share through purchases in the open market. 
tthe end of this year accumulations on the preferred stock will 
ital $79.75 a share. Current assets amounted to $35,880,390, as 
of June 30, 1939; cash, $1,907,645 and current liabilities, $4,698,190. 


QUTLOOK: Since the start of the war in Europe on September Ist 














lve been correspondingly advanced. Just what the company's actual 
iventory position was prior to the increase in prices cannot be gauged 






hat earnings potentialities largely turn; this is also an indication of 
managerial ability. Fair-sized orders have been received from the 
United States Army and Navy, and an order for 147,000 blankets was 
obtained in November for the account of the French Army. A pro- 
lnged war should result in considerable profit to this unit, since 
voolens are just as important as munitions. 










MARKET ACTION: American Market Amer. Woolen’s 
oolen Average moves in rel. to av. 
‘high to "38jzlow....... 78% decline 64% decline 22% wider 
"Blow to ‘38 high....... 128% advance 76% advance 68% wider 
'#high te '39 low....... 51% decline 34% decline 50% wider 





Plow to '30 high....... 320% advance 44% advance 627% wider 
Ppa volatility’*on four moves 192% greater than M. W. S. index of 316 common 
locks, 






COMMENT: Recent price—!0. Highly speculative with possibilities 
enhanced as a result of the war, and immediate increase in com- 
pany's activity largely dependent upon its continuation. Might be 
considered a speculation in inventories as well as in earning power. 


Ten-Year Record 
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yices for wool have soared, and consequently prices for finished goods | 


before issuance of the next annual report and it is upon this factor | 





BUSINESS: Known as a manufacturer of wrought iron this unit owns 
and controls the Aston process, which permits the mechanical puddling 
of iron. The building and plumbing trades constitute large outlets. 


| FINANCIAL POSITION: Entire capitalization consists of 56,744 shares 


of 7% cumulative participating ($100 par) preferred stock and 264,635 
shares of (no par) cc On D ber |, 1939, a dividend of $1.75 
per preferred share was paid on arrears and $0.423 accrued interest. 
This resulted in a balance of $33.25 per share in dividend accumulations 
and $4.15625 in interest on each share. In provisions covering the pre- 
ferred stock it is stipulated that in the event dividends are unpaid in- 
terest shall accrue on them at the rate of 5%, and that the preferred 
shall participate equally with the common after the latter has received 
dividends of $7 per share. Current assets, as of September 30, 1938, 
totaled $2,787,721; cash and marketable securities, $421,542 and cur- 
rent liabilities, $373,551. Working capital ratio stood: 7.5 to |. 


OUTLOOK: During recent years company has faced higher labor and 
operating costs and declining sales, while competition prevailing 
throughout the pipe field militated against higher selling prices. In 
1937 as a result of improvement in the condition of the railroad, con- 
struction and petroleum industries, earnings for the fiscal year ended 
September 30th were in the black. Increased industrial activity has 
7 earnings of late, so that a profit is indicated for the past fiscal 
period. 





MARKET ACTION: Market Byers’ moves in 
Byers Average relation to average 
‘37 high to '38 low....... 82% decline 64% decline 28% wider 


"38 low to '38 high.. 156% advance 76% advance 105% wider 

'38 high to '39 low... 54% decline 34% decline 59% wider 

'39 low to '39 high. 134% advance 44% advance 205% wider 

; aad volatility on four moves 99% greater than M, W. S. index of 316 common 
stocks. 

COMMENT: Recent price—!3. Though preferred shares have heavy 
arrearages the common stock offers speculative possibilities. With a 
continuation of the recent earnings trend current prices cannot be 


considered as having completely discounted the improvement. 
Ten-Year Recerd 


Year Sales Net Income Net Per Profit Price 
| Sept. 30th (millions) (millions) Share Margin Range 
| 1999... $10.1 $1.9 $5.81 19.7% 192%-50 
Net Sales Net Income Net Per Profit Price | 1930..... 8.0 1.1 2.79 14.1 11234-33% 
Year (millions) (millions) Share argin Range 1931. 4.9 .08 d1.20 1 6934-10Y% 
ie... d$4.2 d$19.32 27%e- 5% | 1939.. 2.5 d 9 d5.01 d37.0 2454- 7 
1930. . d4.8 d20.62 20%4- 53%6 | 1933... 1.9 d1.0 45.46 d54.9 4314- 814 
1931, d2.8 15.47 11%- 2% | 1934. 3.1 d.7 4.42 d24.8 323/4-13% 
d7.2 d25.40 10 - 1%8 | 1935. Aoi 2.9 d .8 d4.78 d29.8 2054-113 
we... ie. 7.0 10.64 : 17 - 3% | 1936...... 4.6 d .3 d2.75 d .7 2914-1614 
1934, . $48.7 d5.4 d20.64 d11.7% 17'- 7 1937... 5.8 .09 d1.15 1.6 33%4- 6 
1935, 70.3 2.7 15 d 4.0 10%4- 4% | 1938......... 4.2 d 6 d3.79 d14.3 15%- 6 
1936 71.0 1.9 d1.88 5 1114- 736 | 3 mos. endins: 
ae 75.0 d1.8 d11.16 3.9 14%4- 3% | Dec. 31, 1938... d .04 d .55 14%- 11 
ae 42.0 d4.9 d18.50 d13.2 T3g- 3% | March 31, 1939. 1 .09 13%4- 7% 
6 mos, ending: | June 30, 1939... 1 -28 10 -7 
June 30, 1939... 30.7 (1) .3 d 2.17 65%4- 3% 2 -71 133%4- 8% 


| Sept. 30, 1939. . 
d—deficit. 


Thunbnal Stock #ppvuaoal 
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BUSINESS: Principal product consists of internal combustion engine 
used for trucks, buses, marine and agricultural equipment. The four 
general types of engines produced are (1) a gasoline engine for auto- 
mobiles, buses and trucks; (2) a Diesel engine used for marine work, 
in buses and relatively small stationary power plants; (3) an airplane 
engine ranging from 1,000 to 40 horsepower; (4) Heavy duty engines 
utilized in the operation of shovels, generator plants and elevators. 


FINANCIAL POSITION: Capitalization consists of $1,044,950 in first 
mortgage obligation owed to the Reconstruction Finance Corp. In 
addition there are 2,789,956 shares of ($1 par) common stock outstand- 
ing. Current assets, as of August 31, 1939 totaled $1,629,690; cash, 
$331,401, and current liabilities, $1,407,677. Working capital ratio 
stood |.| to |. Inventory was $1,070,567, a gain of $176,406 over the 
year before, while notes payable amounted to $295,748. Public offer- 
ing of 350,000 shares of additional common in November improved the 
company’s financial position. 


OUTLOOK: On November 20th received an order from United States 
Army for $1,000,000 of tank engines and parts, while ten days prior to 
that the War Department ordered $294,200 in airplane engines for the 
Stearman training planes. At present airplane division is understood to 
be working three full shifts. On October !, 1939, it was announced that 
unfilled orders totaled $5,866,744, an increase of $3,341,971 above a 
year ago. Continued industrial activity should result in greater de- 
mand for the company's other divisions, though with major auto com- 
panies now equipped to manufacture their own motors orders from this 
source are unlikely. Cessation of unprofitable plants and concentra- 
tion of manufacturing efforts seems likely to increase efficiency. 


MARKET ACTION: Market 


Continental's moves 
Average 


Continental in relation to avge. 


*37 high to '38 low a 771% decline 64% decline 20% wider 
*38 low to '38 high 140% advance 16% advance 84% wider 
*38 high to '39 low....... 53% decline 34% decline 56% wider 


*39 low to ‘39 high....... 230% advance 44% advance 422% wider 
Aaeenee volatility on four moves 145% greater than M. W. S. index of 316 common 
stocks. 


COMMENT: Recent price—334. Speculative possibilities are large as 
@ result of airplane interests, though possible earning power is untested. 
This very uncertainty, of course, makes the shares of this company a 
highly speculative medium. 


Six-Year Record 


Net Sales Net income Net Per Profit Price 
Year (millions) (millions) Share argin Range 
_ See $4.4 d$3.4 d$1.44 479.0% 4-1 
ee 3.2 d1.9 d .81 d59.4 We % 
ae 4.6 d1.0 d .42 d22.2 We 
ae 5.8 d 6 d .26 411.0 4 = % 
1937.......... 8.2 .07 03 8 3%- Ve 
___ Baa 5.7 ds d .23 d 9.6 3%- 
3 mos. ending: 
June 31 d .8 d .06 4 -2% 
April 30, 1939. ve 01 .01 2he- 15 
July 31, 1939.. d .01 d .01 314- 1% 


(d) deficit. 
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BUSINESS: This is a unique organization due to its wide divarsifica. 
tion of products. The “Auto-Loader,” a patented device for the 
loading and shipping of automobiles by rail, was the nucleus around 
which this company was first built. Other products include battery 
separators consisting of wood inserts which separate the plates of 
batteries; a wood tile flooring of various grades and sold under differ. 
ent trade names, and specially constructed crates for the shipment of 
vegetables and fruits. in 1937 a new truck and bus ventilating device 
was well received with Ford, White and Chevrolet Motor Co. placing 
orders. The "Evanoil’ space heater for homes has also gone well. 
"Auto-Railer,"' a vehicle designed to run either on railroad tracks or 
highways is an additional product. 


FINANCIAL POSITION: Capitalization, as of September 30, 1939, 
consisted of $531,350 long term debt held by banks of which $55,000 
is payable each quarter. Final installment is due in July, 1942. Also 
outstanding are 244,191 shares of ($5 par) common stock. Current 
assets totaled $2,729,655; cash, $552,792 and current liabilities, $974- 
437; thereby making working capital ratio 2.8 to 1. Included in current 
liabilities was $522,309 of short term debt compared with $695,000 a 
year previously. 


OUTLOOK: Despite the diversification of products earnings fluctuate 
largely as a result of activity in the automotive industry. Continuation 
of satisfactory automobile demand should result in earnings betterment 
in the final quarter of this year. 


MARKET ACTION: Market Evans’ moves in 
Evans Average relation to average 
‘37 high to '38 low....... 85% decline 64% dectine 33% wider 
38 low to '38 high....... 200% advance 16% advance 163%, wider 
38 high to '39 low....... 62% decline 34% decline 82%, wider 
39 low to '39 high....... 116% advance 44% advance 164% wider 


a volatility on four moves 110%, greater than M: W. S. index of 316 common 
stocks 


COMMENT: Recent price—9. Stock is very erratic and a greater 
than average speculative risk. Earnings are subject to wide swings, 
which are largely attributable to nature of company’s output. 


Ten-Year Record 
Gross Profit Net 


from Sales Income Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
SONG es toes $1.2 $.8 $3.45 $2.50 135%4-15 
1930. d 2 d .92 1.25 30%4- 4 
eae 2 d .O7 d .34 F B5e- 1 
ee .08 d 2 41.06 N. 2h- ‘h 
ae 6 2 1.29 : 10 - 
re 2.1 13 5.45 es 27'/4- 9 
1935. 1.5 5 2.36 1.25 40'/-15 
1936. 2.0 7 3.62 1.75 407/,-23'/ 
1937 a4 4 1.73 75 34%4- 6% 
ae 6 d 5 42.15 16 - 5% 
3 mos. ending: 
Mar. 31, 1939. 2 d .02 d 40 13 -™% 
June 30, 1939. <4 d .07 d .32 8i%- 6 
Sept. 30, 1939. . 4 a .64 12M%- 6 


(d) deficit. 
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BUSINESS: With widely scattered plants this company is a large maker 
of all types of cables ranging from the most delicate electrical wires 
and instruments to the largest cables required in underground and 
wrial service. Plants are located in Pawtucket, R. |.; St. Louis, Mo.; 
fmeryville and Los Angeles, California; Baltimore, Md.; Fort Wayne, 
Ind., and numerous other localities. Products include copper, bronze 
and brass rods and wire. 


FINANCIAL POSITION: Capitalization consists of $9,434,000 Ist 
mortgage 5!/2% bonds due 1947, and 150,000 shares of 7% cumulative 
($100 Par) preferred; 333,527 shares of non-cumulative convertible $4 
Class A stock and 618,182 shares of (no par) common. Arrears on the 
preferred, as of November 1, 1939, amounted to $47.25 per share. 
Current assets, as of December 31, 1938, totaled $10,691,537; cash, 
$1,458,926 and current liabilities, $3,492,522. Working capital ratio 
was3 to |. At the time of the last annual report American Smelting & 
Refining Co. owned 8.21% of the preferred; 44.65% of the Class A and 
42.07%, of the outstanding common. 


OUTLOOK: Present plans for increased Navy and Army appropriations 
as well as the likelihood that public utility companies may increase 
their generating facilities should work to the benefit of this company. 
With volume at a high level profit margins can rise rapidly once the 
break-even point is past. Thus with utilization of capacity substantial 
profits are possible. Prices of bar, magnet and weatherproof wire 
were advanced !/> cent early in October. 


MARKET ACTION: General Market Gen. Cable's moves 
Cable Average in relation to avge. 

‘ST high to '38 low....... 82% decline 64% decline 28% wider 

'38 low to '38 high....... 240% advance 716% advance 210% wider 

‘98 high to '39 low....... 54% decline 34% decline 59% wider 


9 low to '39 high....... 100% advance 44% advance 127% wider 
ager volatility on four moves 106% greater than M, W. S. index of 316 common 
s, 


COMMENT: Recent price—1I2. Highly speculative issue which under 
favorable conditions could enjoy a substantial appreciation. With any 
improvement in business activity, this stock could be considered inter- 


esting on 6 speculative basis. 
Ten-Year Record 
Net Sales Net Income Net Per Profit Price 

Year (millions) (millions) Com.Share Margin Range 
1929 : $4.7 $4.20 6034-23 
1930 d2.0 49.73 341k 6 
1931 d5.2 416.23 ee 13 -1% 
1932 d5.0 15.55 514- 
1933 d2.0 48.63 WMthe 1% 
1934 : dt 4.89 6Ye- 2%, 
1935 ees a 3.86 6%- 2 
036 $25.4 1.6 41.58 6% 28 - 5% 
1937 37.8 1.9 42.21 3 Ie 6% 
ally <i 21.4 d d5.30 d4 1914- 5% 
mos, ending: 
March 31,1939. df 41,28 6-9 
June 30, 1939... 02 d .92 11%- 9 
Sept. 30, 1939. . 2 d 62 139%. 9 
(d) deficit. 


DECEMBER 30, 1939 





|BUSINESS: With United States Lines Co. as its principal subsidiary 
this organization has operated as a holding company since 1937. Its 
holdings directly and indirectly consist of a 100% interest in United 
\States Lines common stock, and substantial holdings in its preferred 
lissues. Also owns an 85% interest or better in the outstanding capital 
lstock of the Roosevelt Steamship Co. and a 75%, interest in The Balti- 
more Mail Steamship Co. 


FINANCIAL POSITION: Capitalization consists of $11,493,000 funded 
debt, while there is an unconsolidated debt of subsidiaries amounting 
to $19,640,601. Junior to these obligations are 631,252 shares of (no 
par) common stock. Consolidated current assets, as of December 31, 
11938, totaled $1,728,698; cash and marketable securities, $1,137,046 
land current liabilities, $1,153,573; thereby making working capital 
ratio 1.5 to 5. Notes payable amounted $350,000. 


OUTLOOK: Early in December the United States Maritime Commis- 
sion announced that U. S. Lines, a subsidiary, had withdrawn its appli- 
cation for transferring registry of nine of its vessels to that of Panama. 
Purpose behind this contemplated move was to conform to Neutrality 
|Act and at same time release vessels for trans-ocean shipping. The 
|S.S. President Roosevelt has been placed in service on a New York- 
\Bermuda route, thereby leaving eight ships not operating regularly. 
[According to J. M. Franklin, president, company is contemplating 
placing ships under registry of Belgium, Ireland or another European 
nation so as to preserve inter-neutral trade. A new vessel has been 
under construction during past year or more, and is expected to be 
iready for delivery in the Spring of 1940. Cost of ship to Government 
will be about $17,000,000 and on completion is expected to be sold to 
U. S. Lines for $11,333,333, two-thirds the cost. 


MARKET ACTION: Market 


Average 
|'37 high to '38 low.. 64% decline 
38 low to 38 high 716% advance 
38 high to '39 low...... 51% decline 34% decline 50% wider 
‘39 low to '39 high....... 710% advance 44% advance 1500% wider 


Me Na volatility on four moves 415% greater than M. W. S. index of 316 common 
stocks. 


International's 
moves in rel. to av. 


28% wider 
82% wider 


International 
Mercantile Marine 


82% decline 
142% advance 


COMMENT: These shares constitute one of the more volatile issues, 
and any solution to the present difficulties facing the company as a 
result of the Neutrality Act should improve the outlook substantially. 


Ten-Year Record 


Gross Net Ne 

Income Income Per Divi- Price 
| Year (millions) (millions) Share dends Range 
11929... $15.3 $2.4 $4.04 aa 3914-184 
|1930 14.8 1.2 2.09 $2.00 33-15 
11931 14.8 41.2 d2.08 1.00 16%- 2% 
11932 13.7 d1.3 d2.45 : 4%- Ve 
\1933 12.1 d1.4 d2.30 ; 6%- 1% 
|1934 9.3 42.1 43.42 ; 6-2 
|. are 11.1 41.3 d2.23 6%- 1% 
1936 10.6 d2.2 d3.68 - s - 4% 
e007 ....... 11.0 d1.1 41.82 1514- 1% 
1938 4.1 d .s d .87 4%- 2 


(d) deficit. 
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BUSINESS: A holding company which controls and operates such im- 
portant units as New York City Omnibus Corp., Fifth Avenue Coach 
Co. and Chicago Motor Coach Co. Of less importance are such 
subsidiary units as Frontier Coach Lines, Champlain Coach and Gray 
Lines Motor Tours. As of July 29, 1939, New York City Omnibus Corp. 
controlled through subsidiaries some 846 passenger buses and other 
transportation equipment. A 25-year franchise was granted in 1933 
providing for a 5-cent fare with 2 cents for transfers 


FINANCIAL POSITION: Capitalization, as of July 29, 1939, con- 
sisted of $5,849,023 of long term debt owed Fifth Avenue Coach Co. 
with annual installments of $450,000 payable on December |, 1939 to 
1951, inclusive. Interest is at 3%. There are also 61,992 shares of 8% 
cumulative convertible preferred stock ($100 par) outstanding and 
626,636 shares of ($6 par) common. Preferred is convertible at rate 
of 3 shares of common for each share. Current assets, as of March 
31, 1939, amounted to $223,440; cash, $216,052 and current liabilities, 
$264,354. Thus current liabilities are slightly in excess of current assets. 
The important elements in the company's balance sheet are, however, 
its holdings in various bus companies, which are carried at $18,285,163. 
The entire and only source of revenue is derived from these interests. 


OUTLOOK: In Chicago discussions have been underway for sometime 
looking toward a new franchise for the company. As yet nothing of a 
definite nature has developed. Company's very profitable and most 
important subsidiary, New York City Omnibus Corp., is reporting satis- 
factory earnings, and since this includes operations of the Madison 
Ave. and Eighth Avenue Coach Corp., the outlook for the parent com- 
pany is correspondingly encouraging. The chief deterrent to earnings 
is difficulty with regard to franchises, expenses and costs involved in 
equipment, and labor costs. An upset in anyone of these factors could 
react adversely upon earnings. 


MARKET ACTION: Omnibus Market Omnibus’ moves in 
Corp. verage relation to average 

37 high to '38 low 72% decline 64% decline 12% wider 

*38 low to '38 high 163% advance 16% advance 114% wider 

*38 high to ‘39 low 64% decline 34% decline 88% wider 

*39 low to '39 high... 71% advance 44% advance 61% wider 


Average voletility on four moves 69% greater than M. W. S. index of 316 common 
stocks. 
COMMENT: Recent price—l4. With gradual establishment of com- 
pany's activities on a sound basis fluctuations tend to lessen, and shares 
come more within a semi-stable classification. 


Seven-Year Record 





Gross Net 
Earnings Income Net Per Divi- Price 
Year (millions) (millions) Share ends Range 
1932.. $4.7 $.9 $ .47 4%- 1% 
1933. 5.4 1.1 82 8%- 13% 
1934..... 4.6 4 d .04 6%- 55/2 
1935 4.0 8 51 205%4- 314 
Sas. 5: 4.7 7 46 . 25-17 
1937. 1.7 1.74 $1.80 261- 6% | 
Fae 1.6 1.72 1.30 1934- 7% 


(d) deficit. 








BUSINESS: With plants located in Pittsburgh; Gary, Indiana; Chicago, 
Illinois and two other smaller communities in Pennsylvania this company 
makes screws, rivets, bolts, nuts, rods and other miscellaneous items, 
In addition also produces a patented pipe thread protector and rail- 
road tie dowels. Manufacturing facilities for the production of ait- 
plane propellers have been enlarged this year. About 35 per cent of 
total sales are to miscellaneous industries, 30 per cent to railroads, and 
15 per cent to jobbers. The balance goes to building industry. 


FINANCIAL POSITION: Funded debt totaled $1,320,000, as of Sep. 
tember 30, 1939, with 1,500,000 shares of (no par) common forming 
the remainder of the capitalization. Current assets amounted to 
$4,454,045; cash and marketable securities totaled $1,444,086, while 
current liabilities were $974,264. Working capital ratio stood: 4.5 to |. 


OUTLOOK: Business depends fundamentally upon activity of railroad 
and heavy construction industries, which means that basic conditions 
in heavy durable goods must be satisfactory before substantial earnings 
can be reported. Company developed hollow steel propeller, which is 
used on many new type Government planes. On November |, 1939, 
Curtiss-Wright Corp. is reported to have purchased this propeller, and 
agreed to continue its manufacture at the company's plant at Neville 
Island, Pa. Financial details of this transaction have not been reported. 
Action in selling propeller rights might indicate decision on part of 
management to confine company activities to only old line and estab- 
lished products. 


MARKET ACTION: Pittsburgh Market Pittsburgh's moves 
Screw verage in relation to avge, 
37 high to '38 low....... 171% decline 64% decline 22% wider 
"38 low to '38 high....... 82% advance 16% advance 8% wider 
‘38 high to '39 low....... 47% decline 34% decline 38% wider 
*39 low to '39 high....... 151% advance 44% advance 197% wider 


Average volatility on four moves 66% greater than M. W. S. index of 316 common 
stocks. 


COMMENT: Recent price—8. Shares offer speculator an opportunity 


| to participate in heavy industrial activity, and assuming that purchases 


Thuumbnall Stock ppriaioak WR Vhumbnal Stock Appa 


are correctly made substantial percentage gain may be obtained. 


Ten-Year Record 


Net Sales Net Income Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
1929 ... (1)$5.1 $3.2 $2.18 $2.30 311-16 
1930 1» KO aD 1.3 93 1.40 22 7%g-13'h 
ee (1) .8 d .5 d .36 8714 1514- 3 
| eee (1) .2 d .8 d .56 ar 4h 2 
MOORE 5555 4c (1) .9 d 1 d .10 1134- 1h 
“eS (1) 1.3 2 16 115, 4h 
ae (1) 1.0 d .04 d .03 ste ete 10 - 5% 
ROB cece: 9.9 1.0 .73 52% 13%- Th 
ee 12.4 1.2 84 65 20 - 4h 
1938. 5.2 d .3 d .23 cae 9%~ Mh 
3 mos. ending: 
March 31, 1939. (2)d .008 = dd «.01 arate 9h Sh 
June 30, 1939... : (2)d .04 d .03 kien 6%- 5 
Sept. 30,1939...  .... (2) af 11 1134-4 


(1) Gross profit. (2) Before income taxes. (d) deficit. 
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BUSINESS: Entire activity of this company consists of building and 
reconditioning ships. Former electrical business of the American Brown 
Boveri Co. was disposed’ of to Allis Chalmers in 1931. Likewise inter- 
est in Export Steamship Co. was sold in 1935. 

FINANCIAL POSITION: Capitalization consists of $2,769,400 Ist 
mortgage 5's due 1946; 17,850 shares of 7% cumulative ($100 par) 
preferred; 325,000 shares of participating stock ($1 par) and 175,000 
shares of ($1 par) founders stock. Participating feature of issue junior 
to the preferred expired in 1929, though provision stipulated that this 
stock was still entitled to 65% of all net profits accruing after that 
date. Arrears on the 7% preferred stock, as of July 1, 1939, amounted 
to $19.25 a share. Founders stock is entitled to 35% ‘of all net profits 
after provision for preferred dividends. Current assets, as of Decem- 
ber 31, 1938, totaled $4,480,304; cash and marketable securities, 
$1,636,545 and current liabilities, $986,659. Working capital ratio 
stood 4.5 to 1. Land, buildings and equipment appear to be carried 
at conservative values with depreciation and write-downs amounting 
to better than $7,700,000, while net value on the books for these items 
is $4,585,356. Goodwill and patents are carried at $1. 

QUTLOOK: Substantial increase in orders brightens prospects for 
future, and earnings should consequently gradually improve. Present 
naval war abroad should, if anything, stimulate ship construction. 
Company is engaged on United States Navy business and makes 
destroyers and smaller vessels as well. Large navy program leads to 
belief that earnings are likely to gain during immediate future. Labor 


disputes were settled in October, 1939, with granting of a 6% wage | 


increase to union. 


Unfilled orders $109,655,555 on September 30th. 


MARKET ACTION: New York Market N.Y.Shipbuilding’s 
Shipbuilding verage moves in rel. to av. 

‘37 high to *38 low....... 69% decline 64% decline 8% wider 

"Blowto'38high....... 245% advance 76% advance 222% wider 

‘38 high to '39 low....... 41% decline 34% decline 38% wider 


‘39 low to '39 high... 96% advance 44% advance 118% wider 


Average volatility on four moves 96% greater than M. W. S. index of 316 common | 
stocks. | gain can be obtained. 


COMMENT: Present outlook suggests substantial speculative possibili- 
ties. Stock must be considered as fundamentally dependent on war 
conditions, and likely recipient of orders placed by United States Navy. 
Participating shares listed on Stock Exchange. 


Ten-Year Record 


Net Uncompleted Price 

Gross Net Per rders on Range 

Billings Income _ Participating eae as of Partic. 

Year (millions) (millions) Share > 39 Stock 
1929 $.4 $ .32 pant 3434- 41g 
1930 ‘ < .001 NIL er 21%4- 6% 
1931. : 1.2 1.84 19.7 12%- 2% 
1932 1.3 2.23 8.5 61%4- 1% 
1933. d .02 NIL 40.9 W2"- 1% 
1934. d .2 NIL 44.17 22%e- 9% 
1935... eS: d1.4 NIL 32.2 164- 61/2 
1936 $14.0 «3 55 18.3 1554- 9% 

1937. 13.0 d1.3 NIL 27.9 153%4- 3 
1938... 11.0 a 82 95.6 16%4- 4% 

(d) deficit. 
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BUSINESS: Manufacture of valves and fittings makes up major activity 
of this concern with output consisting of steel, iron and bronze valves; 
and malleable steel, iron and brass fittings. Changing demand which 
is now requiring higher pressures and temperatures in public utility, oil, 
industrial and marine work, creates need for more steel products rather 
than those made of iron. 


FINANCIAL POSITION: Capitalization consists of $6,769,000 of 20- 
year Ist mortgage 4% bonds due 1955 and $757,500 debentures payin 

6% due in 1955. In addition there are 65,274 shares of ($10 par) 6% 
cumulative preferred stock and 1,354,185 shares of (no par) common. 
Arrears on the preferred amounted to $1.05 per share, as of Septem- 
ber 30, 1939. Current assets, as of December 31, 1938, amounted #o 
$5,657,873; cash, $492,387, and current liabilities, $1,542,643. 


OUTLOOK: Demand for valves and fittings is largely dependent or 
activity in the petroleum, railroad, marine and construction industries, 
The Walseal fitting made by this company has filled requirements for 
better quality, and the silver braze Walseal fitting is being more 
widely used, especially in marine work for Navy and merchant vessels. 
New refining methods are also likely to benefit this company in creat- 
ing a better demand for its products. Improved equipment purchases 
by railroads of late should also result in some addition to earnings. 
Undoubtedly greater industrial activity will be reflected in operations 
in numerous ways. 


MARKET ACTION: Market Walworth's move* 
Walworth ' Average in relation to avge. 

‘37 high to '38 low.. 76% decline 64% decline 18% wider 

*38 low to '38 high... 128% advance 16% advance 68% wider 

‘38 high to '39 low.. : 61% decline 34% decline 80% wider 


*39 low to '39 high 131% advance 44% advance 198% wider 
Average volatility on four moves 91% greater than M. W. S. index of 316 common 
stocks, 
COMMENT: Recent price—6. Represents a greater than average 
risk, though when purchased at correct time a substantial percentage 
Frequently what appears as turn for better ir 
operations is of temporary duration. Large fixed obligations gives 
common considerable leverage. 


Ten-Year Record 


Net Sales Net Income Net Per Divi- Price 

Year (miilions) (millions) Share dends Range 

1929 ‘ e% $2.0 $6.10 $1.40 497/g-22 
| 1930 : de 1 e287 2.00 4234-10 
| 1931. d2.0 d6.52 .25 15 - 1% 
| 1932 41.3 44.21 4¥e- Ye 
1933... er d .8 d2.63 B8%- 
1934 $9.0 d .2 d .82 63%4- 2% 
1935 10.1 d .2 d .94 6%- 1% 
1936 13.7 5 .40 - 12%%- 5% 
1937 16.6 1.3 (1)1.03 1.c0 1834- 3% 
1938 10.4 d1.2 d .99 1014- 4% 

3 mos. ending: 

March 31, 1939 d .04 d .04 9%- 5 

June 30, 1939. d .09 d .08 S¥%- 4 

| Sept. 30,1939. et .07 T¥- 4 


(1) Before allowance tor dividends on new 6% preferred. (d) deficit. 
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Columbian Carbon 


— United Carbon 


Favored by Rising Profits from Natural Gas and 


Indicated Improvement in Carbon Black 


By PHILLIP DOBBS 


E:. the better part of two years the base price of carbon 
black has been below production costs. And yet the major 
companies in the field, United Carbon and Columbian 
Carbon have shown steady profits. The explanation of 
this apparent paradox lies in a production sideline that 
keeps both concerns in the black regardless of difficulties 
in their main business. This ace in the hole is the natural 
gas they sell on a wholesale basis. 

Carbon black is formed by the incomplete combustion 
of natural gas, the flame being made to impinge on a 
metal surface, covering it with a carbonous deposit. 
Quantity production, therefore, calls for vast resources 
of cheap gas. And United Carbon and Columbian Car- 
bon have both been very successful in securing to them- 
selves thousands of acres of natural gas properties. With 
the production of carbon black to a large degree unprofit- 
able in recent years, they have been able to sell large 
amounts of their gas to pipe-line companies on long term 
contracts. A continuation of the present improvement 
in the statistical position of carbon black though, will 
see more gas taken by the principal manufacturing divi- 
sions of the two companies. 

Few laymen have even the faintest idea as to what car- 
bon black is or for what purposes it is used. We actually 


find it on all sides, however, since it forms the base of the 
finest black paints, inks, and lacquers, and adds thou- 
sands of miles to the life of automobile tires. The dis- 
covery of this last application is what transformed the 
originally static business into an important industry, 
The value of the product centers in its fineness of divi- 
sion, which makes it impossible to distinguish the indi- 
vidual particle under an ordinary microscepe, and gives 
it its density and binding strength. Prior to 1914 carbon 
black was in demand solely as a coloring agent. Printers 
and paint manufacturers had used it in small amounts 
since the last years of the 19th century. But when in 
the course of color experiments it was discovered that a 
mixture of rubber and carbon black was far superior in 
strength and wearing quality to ordinary rubber, a com- 
pletely new field was opened up. As the automobile 
industry grew by leaps and bounds, carrying the de- 
mand for rubber tires to dizzy heights, the need for 
carbon black increased proportionately, until today 
the consumption is measured in hundreds of millions 
of pounds. 

This growth brought with it all the trials and tribula- 
tions of a volatile industry, however, and carbon black 
producers have their work cut out keeping the supply- 

demand factors balanced at a point 





Distribution of Revenues 


United Carbon Sales 





that offers some profit. Too often in- 
ventories are above the needs of their 
principal customers, the rubber man- 
ufacturers. And the base price of the 
most widely used type of carbon black 





ae ‘ pose , is then actually below production 

Carbon Black $4,708,110 85.4%, $3,420,878 48.0% ole : : 
Natural Gas... 644,874 11.6% 9,410,587 arsy, Cost. This has been true since late 
Other Products 163,102 3.0% 291,035 4.2% 1937 when the price was cut from 
Total ” $5,516,086 "100° $7,122,500 wow, around 6 cents per pound to an all- 
time low of 214 cents per pound. Since 
Columbian Carbon Sales the rubber industry normally takes 
1928 1938 about 89 per cent of domestic output, 
ecraaienags $5,282,271 49.5% $3,696,582 29.1% the sharp curtailment of production 
oe? en en iaptreapitial 38.3% left the carbon black manufacturers 
— ——— = ee 32.6% with a tremendous inventory position 
— no sian ine 100% at the end of the year. The 157,000, 

* Estimated. 


000 pounds of finished blacks on hand 
at that time were enough to supply all 
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needs for over four months at 
the rate of consumption then 
existing. 

Naturally the price could not 
be advanced under these condi- 
tions, and the industry set about 
reducing inventories. This ef- 
fort has been largely successful 
since stocks now total about 
134,000,000 pounds and, consid- 
ering the present rate of con- 
sumption, this is enough for | 
oly two months. Though the 
profit line has not yet been 
crossed in this division, a price 
increase of 44 cent per pound 
has been established which is a 
step in the right direction. 

Both United Carbon and Co- 
lumbian Carbon are able to sell 
certain special and high grade 
carbon blacks at a profit. But 
these sales do not bulk large in 
total volume, and the 1938 year- 
end statements showed that the 
fact that the companies made 
profits is directly attributable to 
the increasing sales of natural 
gas. On a dollar volume basis 
United Carbon’s sales are di- 
vided about equally between 
carbon black and natural gas with other products ac- 
counting for perhaps 4 per cent of the whole. Colum- 
bian’s operations, however, show a greater degree of 
diversification. Dollar sales of natural gas were actually 
ahead of carbon black though they came to only 38 per 
cent of the total, while the normally major product 
placed a poor second with approximately 29 per cent of 
the total. Printing inks and iron oxides were also im- 
portant contributors to Columbian’s sales dollar, making 
up 25 per cent, while the other 8 per cent came from in- 
cidental operations. 


Expanding Property Accounts 


Formed in 1921 as successor to a West Virginian cor- 
poration of the same name, Columbian Carbon today has 
744 producing wells located throughout thirteen states 
on 377,759 acres of gas deposits. Carbon black produc- 
tion last year was over 117,800,000 pounds while natural 
gas output passed 57,000,000,000 cubic feet. United 
Carbon was the result of a consolidation of fifteen carbon 
black and natural gas companies back in 1925, and today 
controls about 262,000 acres of gas lands located in sev- 
eral states but with the main fields in the Texas Pan- 
handle. Both companies added to their property last 
year. United’s developments included fifteen wells in 
West Virginia with a combined daily flow of 120,000,000 
cubic feet of gas and a well in Oklahoma with a daily 
flow of over 24,000,000 cubic feet of gas. A lease was 


also acquired from the Republic Steel Corporation cov- 
ering 13,000 acres of land in Kentucky. Coiumbian’s 
capital expenditures for new properties came to $873,993 
and included the purchase of 28,184 acres of land and 
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Canteens Goodyear Tire & Rubber Co. 
Nearly ten per cent of the compound used in manufacturing tires is carbon black. 





Above, impregnating fabric for tires. 


four wells. The company also drilled 35 producing 
wells itself and brought the flow of gas to an all-time 
high. 

The last decade has witnessed a strong rise in the de- 
mand for natural gas, accompanied by a steady rise in 
price. What this has meant to the carbon black con- 
cerns may be judged from the fact that in the boom 
year of 1929 United sold 87,900,000,000 cubic feet of gas 
for only $745,986 whereas last year total sales of 133,- 
265,000,000 cubic feet of gas brought in $3,410,587. 
Columbian has had a similar experience, with a 60 per 
cent increase in sales resulting in a 100 per cent increase 
in gross revenues from the natural gas division. 

Both companies have excellent financial records. In 
only one year at the very bottom of the depression did 
United Carbon show a small deficit, while Columbian 
has reported a profit for every year since it was incor- 
porated. In spite of the operating difficulties in the 
carbon black divisions, both concerns have passed their 
1929 earnings level repeatedly. Even last year though 
they were, of course, affected by the business decline, 
Columbian earned a net of $5.13 per share and United 
was able to report a net of $3.78 per share. 

Certain differences in the structure and operations of 
the two companies give Columbian greater earnings 
stability and United perhaps the edge when it comes to 
translating a business and industrial upswing into profits. 
For one thing, United’s production is concentrated 
equally on two fields only, carbon black and natural gas, 
This gives greater force to the swings in the profit line 
of carbon black than is the case in the other company, 
Columbian turns in a steady profit from its printing 
ink and iron oxide divisions. (Please turn to page 380) 
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** Gré@ener Fields 


Far fields that look greener have 
recently attracted the attention of 
three leading concerns heretofore 
identified, respectively, with the 
financing of automobile installment 
sales, the production of industrial 
gases and the manufacture of elec- 
trical devices and supplies. Commer- 
cial Investment Trust, through acquisi- 
tion of Detroit’s Michigan Industrial 
Bank, will venture experimentally in- 
to the field of small personal loans. 
Air Reduction, in exchange for 157,- 
000 of its own common shares (which 
will increase outstanding equity 
capitalization 6 per cent), will ac- 


Westinghouse Photo 





For Profit and Income 





quire Ohio Chemical & Mfg. whose 
business in medical gases, chemicals 
and equipment, already the largest 
in the country, AN’s management 
plans to expand further. Finally, 
Paul Kollsman, who eleven years 
ago invested $500 to form the aero- 
nautical instrument company that 
bears his name, is selling out to 
Square D to the tune of some $4,000,- 
000 in securities and cash, the price 
being slightly less than ten times 
estimated 1939 earnings. The pur- 
chase will give the latter company a 
stake in aviation, one of the most 
valuable trade names in the field, 
$2,000,000 of additional backlog, and 
further product diversification. 


x” 


AL. 
OY 


The flexible tube and focusing device of this 220,000-volt portable X-ray machine 
enable the apparatus to be aimed at welds in any position in massive steel 
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equipment being diagnosed for possible defects. 











Present from Mr. Whiskers 


The shower of Christmas divi- 
dends that fell into the lap of the 
investing public at the close of 
1936 was largely the doing of the 
Federal tax collector; in order to 
escape the effects of the late and 
unlamented undistributed _ profits 
levy, most corporations paid out the 
bulk of the year’s earnings. Though 
it is not widely realized, the situa- 
tion this year is somewhat similar. 
For while the last vestige of the un- 
distributed profits tax has now been 
eliminated, there has long existed in 
the revenue law a section providing 
for severe penalties on “unreason- 
ably” retained income—surtaxes of 
25 per cent on sums up to $100,000 
and 35 per cent on amounts in ex- 
cess of that figure—which are a good 
deal higher than anything called for 
in the 1936 law. Though this section 
has seldom been invoked before, the 
Treasury has let it be known this 
year that it intends to make its ap- 
plication general. Retention of any- 
thing above 30% of net, says Mr. 
Whiskers, will be considered unrea- 
sonable and the burden of proof to 
the contrary will rest with the cor- 
poration. 


Meat Packers 


First of the major packers to re- 
port earnings for the fiscal year 
ended October 28, Swift & Co. shows 
a net of $1.74 per share as contrasted 
with a loss of 73 cents in the pre- 
ceding twelve months. Virtually all 
of the improvement occurred in the 
second half as before that a weak 
price structure seriously hampered 
earnings. The upturn in consumer 
demand that got under way in late 
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pring, together with increased hog 
jaughtering and maintained supplies 
of beef, served to rectify the situa- 
ion. Current outlook for Swift, 
and the rest of the industry as well, 
jsencouraging. Further increases in 
hog and lamb marketings should 
keep plants busier than they have 
ben in a number of years, demand 
should continue at satisfactory lev- 
ds and by-product operations are 
expected to yield much better re- 
turns than a year ago. 







Happy New Year 


One of the most firmly established 
market traditions of the holiday sea- 
gn is the Christmas to New Year 
rally. Indeed, only three years out 
of the past 41 have failed to witness 
advancing stock prices during this 
period; whatever may come after, 
the market thus usually starts the 
New Year on the right foot. Typical 
rising tendency of the list in the last 
days of December is largely due to 
the fact that tax selling generally 
comes to an end several days before 
Christmas, buying for replacement 
setting in its stead. Then, too, it is 
during this period of cheer that the 
usual crop of optimistic predictions 
for the future begins to appear. Their 
tenor is invariably heartening even 
to the most sophisticated and there 
isa pervading feeling that perhaps 
civilization may somehow totter 
through the crisis after all. 


Full Blast 


The quarter now closing will go 
down in the history of the steel in- 
dustry as one of the few in which 
operations averaged close to 90% of 
capacity. Profits, of course, will be 
sharply higher than in the September 
quarter for, while raw material costs 
have risen, increased output has 
greatly reduced per ton overhead. 
Moreover, though there has been no 
advance in official quotations, dis- 
counts were eliminated with the out- 
break of war; also, deliveries against 
low priced orders of last spring and 
summer were for the most part com- 
pleted by about mid-quarter, a sub- 
stantial improvement in realized 
mill prices having occurred since. 
Profit gains this period, however, will 
be far from uniform. This is the first 
quarter in which the effects of last 
year’s change in the basing point 
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Preferreds with Arrears 


The 23 preferred stocks listed below are issues carrying dividend arrears and having estimated 
1939 earnings in excess of annual dividend requirements. 


Earned per Share 
Act. 


Divd. Paid st. 

Arrears 1939 1938 1939 

American Rolling Mill $4.50............... $2.75 $4.00 d$2.91 $8.25 
American Power & Light $5................ 19.57 5.171% 5.31 5.85 
Byers, A. M, $7 participating............... 37.41 12.57 d10.69 9.46 
Certain-teed Products $6................... 15.00 None 2.34 7.00 
Commonwealth & Southern $6.............. 14.25 3.00 7.91 8.75 
Continental Baking $8................... ; 6.00 10.50 11.21 10.80 
CIMA UNNOU GE. sce caccesccenisesocevecs 35.50 None d9.37 9.25 
Electric Power & Light $6.................. 41,50 None 6.08 7.80 
Electric Power & Light $7............... ; 48.41 None 6.08 7.80 
General Outdoor Advt. $4'A"............ 26.50 4.00 4.85 8.50 
Kelsey-Hayes $1.50 *A"............ 2.621 None d3.11 2.40 
Northern States Power $7.............. ; 2.6214 6.56% 5.84 7.80 
Northern States Power $6.................. 2.25 5.6214 5.84 7.80 
Pere Marquette $5 prior............... 10.00 None 420.18 8.84 
Republic Steel $6...................-. 18.00 7.50 d81.04 67.00 
Revere Copper & Brass $5.25............ 9.19 None d17.90 7.30 
Standard Gas & Electric $6....... 34.20 None 2.82 9.80 
Standard Gas & Electric $7........ ‘ 39.90 None 2.82 9.80 
Rina OAR Bios os occ see ci deco enone : 1.05 3.45 3.42 3.60 
United Gas $7 1st............. a 24.12% 8.00 11.98 12.00 
Warner Bins: G9iO5.. 0... ce ice. 29.84 None 18.72 16.98 
Western Maryland $7 ist............. 134.75 None 2.57 8.60 
Yellow Truck & Coach $7.................- 7.00 14.00 3.58 22.50 





system will be apparent in year to 
year earnings comparisons. As re- 
ports come to hand, it will be pos- 
sible to determine how greatly such 
concerns as Jones & Laughlin, Sha- 
ron Steel whose operations are highly 
localized have been penalized by the 
multiplication of basing points. 


Break for the Rails? 


Oldtime malpractices of the rail- 
roads—discriminatory rates, secret 
rebates and special services to large 
shippers—were what brought to the 
I C C its present broad regulatory 
powers. Regulation, once its need 
was finally recognized, was far over- 
done and, with the rise of competing 
means of transportation, the rail car- 
riers found themselves sadly ham- 
strung. A recent decision of the 
I C C, however, allowing quantity 
discounts in a specific mid-western 
case, may, if carried to its logical 
conclusion elsewhere, mean the big- 
gest break for the railroads in many 
a moon. For these carriers are best 
equipped to operate as mass trans- 
porters (less-than-carload business 
is frequently unprofitable), but up 
to now have been little able to com- 
pete with trucks and barge lines due 


to greater rate flexibility of the lat- 
ter. Coming on the heels of its re- 
cent decision equalizing north-south 
rates on certain manufactured com- 
modities, the I C C’s latest ruling 
may presage a shakeup in the rail 
situation though any ultimate change 
for the better will, at best, be a long 
while in coming. 


Street Gossip 


Foreign selling, formerly coming 
into the market at the rate of about 
$1,000,000 daily, has recently eased 
off to from $100,000 to $300,000. Al- 
lied liquidation is greatly diminished 
while Belgium and Holland remain 
light buyers on balance. * * * Defi- 
nition of a market letter at recent 
dinner of New York Financial Writ- 
ers Association, Wall Street counter- 
part of Washington’s Gridiron Club: 
“A paradoxical and rambling contra- 
diction in vigorous terms that says 
absolutely nothing at great length.” 
* * * Most spectacular effort to date 
to reveal to the man in the street 


‘the inner workings of the Stock Ex- 


change will be CBS’s broadcast of 
the last half hour of trading this 
year—11:30 A.M. to 12 o’clock noon 
on December 30. 











National Gypsum Profits 
at Reeord High 


The Factors Behind a Phenomenal Performance 


BY GEORGE L. MERTON 


I. the earnings record of American business, 1929 stands 
as a golden monument—yet it was the worst year in the 
corporate history of National Gypsum, for the company 
reported an actual operating deficit of $36,449! This 
action was quite independent of the building cycle too, 
for that reached its high in 1925, the year National was 
formed, and was still in high ground during the boom 
years. The lack of correlation between the company and 
its industry over those years was further demonstrated 
by the fact that from 1929 on the company registered 
consistent gains though the construction trades slumped 
and scraped bottom in 1934. 

The explanation for this remarkable performance is 
simple. National Gypsum—at that time purely a plaster 
wallboard producer—was wobbly for five years after its 
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NET EARNINGS 

















formation because of the chaotic conditions that existed 
in the gypsum industry. It had to contend with price 
wars brought on by over capacity in an industry with far 
too many small companies. Gradually, however, the 
sound judgment of the men in control made itself felt 
and the company began to forge ahead, improving its 
competitive position steadily. Gypsum prices were also 
stabilized to a degree, and today over 80 per cent of 
domestic production is in the hands of three leading con- 
cerns of which National ranks second. 

The management early conceived the idea of combin- 
ing under one trade name and one sales force all the 
various products connected with the building of walls 
and ceilings. This would enable operating economies 
that might spell the difference between a profit and a 
loss, and make for broader representation in the con- 
struction industry. Accordingly a program of expansion 
was inaugurated that entailed among other things plow- 
ing back into the company a major portion of earnings 
each year. As a result under the trade names of Gold 
Bond, Sunflex, and Craftex the company now manu- 
factures 139 materials in addition to its original plaster 
wallboard. The main divisions are gypsum, insulation, 
metal lathings, lime, paints, and acoustical materials. 

Gypsum as the basic commodity is perhaps the most 
important. It is hydrated calcium sulphate rock from 
which the chemically combined waters are drawn off by 
a special process leaving what is known as plaster of 
paris, the base of all gypsum plasters. The rock is found 
in seven commercial deposits throughout the nation, and 
in six of them National has holdings. In addition the 
company has a rich deposit in Nova Scotia. The applica- 
tions of the base material are chiefly plaster, plaster wall- 
board, tile boards, plaster grainboards, partition blocks, 
and roofs. The normal market for gypsum is estimated 
at approximately $75,000,000 annually and furthermore 
has shown gains in relation to the entire building indus- 
try as a result of the new developments in house 
fabrication and architectural design. 

Recent years have brought a growing market for insu- 
lation. Air conditioning, improved buildings standards 
and a better knowledge of the ultimate savings in heating 
and maintenance have combined to make this division 
a profitable one. And National manufactures a complete 
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jine of nsulation planks, lathings, tile, rock wool, 
and fibre board. In 1937 a $1,500,000 plant for 
the exclusive production of insulation board of 
all types was put into operation. Located in 
Mobile, Alabama, it has an unlimited supply of 
guthern pine and other raw materials right at 
the back door. 

Tying in logically with the company’s other 
yall and ceiling products, the manufacturing of 
metal lathings has taken on increased importance 
of late. By stressing the fact that the savings in 
repairs and upkeep more than compensate for 
the slightly higher initial cost of the metal prod- 
ucts, the company has won a widening sales 
volume in the low priced house field. National 
has an advantage in this division, too, for the 
cost of distribution is kept down by the fact that 
itis handled by the same staff that handles the 
other Gold Bond materials. 

Lime is a basic component of 90 per cent of 
the walls that are put up today. The company 
has, therefore, assured itself of an adequate sup- 
ply at all times by acquiring mines of its own. 
The surplus production is sold separately as an 
industrial product and is used for soil condition- 
ing, disinfectants, brick mortar, and finds its way 
into the chemical industry, the glass industry, the 
paper industry and the rubber industry. 

Paints are naturally important in the finish- 
ing of most building work, and National offers 
some outstanding new developments in this field. 
Made with a casein base instead of the usual oil 


base, the company’s flat paints represent an im- 


portant advance. They dry faster, leave no 
brush marks and give far greater light reflections 
than the ordinary types. It is even cheaper at times to 
use these paints, which are sold under the trade name 
“Sunflex,” than to apply washing chemicals. 

The final division of the company produces acoustical 
materials. Noise reduction is an essential factor in the 
eficiency of modern offices and in the comfort of modern 
homes. The objectionable din of crowded places is toned 
down remarkably through the use of sound deadening 
plasters and tiles, and directional insulation can rectify 
the acoustical errors in the majority of incorrectly built 
halls and theaters. 

As in every industrial concern, research is the back- 
bone of National’s progress. Its research staff is growing 
steadily in numbers yet the savings that have been insti- 
tuted in plant production, the new developments that 
have come from the laboratories and the improvements 
made on old products have made this department a prof- 
itable one. In the near future the staff will have an 
entire building of its own for research. 

The decade of expansion just concluded saw the 
purchase of numerous going concerns in key position 
throughout the industry in addition to plant construc- 
lion by the parent concern. The most important of these 
acquisitions were: Macoustical Engineering Co., makers 
of acoustical products; Universal Gypsum and Lime Co.; 
Atlantic Gypsum Co.; Craftex Co., paint manufacturer; 
Best Brother Keene’s Cement Co. National Gypsum’s 
plants are now located at fourteen strategic points 
throughout the nation, and command excellent principal 
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Richard B. Hoit from Cushing 


markets as well as good sources of raw materials. In May 
of this year the newest plant was put into operation in 
Savannah, and produces a complete line of gypsum prod- 
ucts for the Southeastern markets. The combined daily 
capacity of all these plants is 1,635,000 square feet of 
gypsum board, 4,310 tons of ground limestone, 400 tons 
of burned lime, 10,000 pounds of chalk, 20,000 pounds of 
texture paints, 1,500 pounds of casein paints and 56,000 
square yards of metal lathings. 

After the deficit in 1929 earnings began a steady climb 
to new highs in spite of the fact that business in general 
was in the throes of the worst depression in history. The 
gains continued until 1937, in which year the company 
witnessed a sharp setback, but last year saw all the lost 
ground regained. Earnings in 1938 came to $921,063 or 
$0.49 per share. Paced by the increased volume of resi- 
dential building, the company’s operations have gone to 
new highs this year, and with the greater efficiency de- 
rived from plants producing somewhat nearer to capacity, 
net profits are up more sharply than gross sales. The 
latter showed a 35 per cent increase over the first nine 
months of last year, while net profit increased 62 per cent 
over the same period for 1938. Earnings for the first three 
quarters totaled more than for any full year in the com- 
pany’s history. At $1,216,044 they equal $0.80 per share 
and with sales comtinuing at the same high rate the re- 
sults for the full year should be near to $1.20 per share. 

Just recently National sold an issue of $5,000,000 
3% debenture bonds due (Please turn to page 380) 











| Profit in 1940 Markets 


N 1940, Forecast counsel should prove of material 
advantage to you in conducting a personalized 
market and investment program to safeguard and 


increase your capital and income. 


It will be a year of exceptional opportunity for short 


term and longer term security 
profits. Explosive advances 
concentrating spectacular gains 
in days and weeks . . . will 
develop. Abruptly, after 
periods of consolidation and 
recession, uncertainty will dis- 
solve while the market rushes 
ahead to discount underlying 
favorable factors. 


F orECAST Active Programs 
Show 1939 Profits 


Qur record for 1939 
sizable profits after de- 
ducting losses ... in our Trad- 
ing Advices, Bargain Indicator 
and Unusual Opportunities .. . 
considering all commitments 
recommended and closed out 
during the year. This is the 
result of our recommendations 
of what and when to buy and 
when to sell .. . our specialized 
programs concentrated 


shows 


in a 


fixed number of sound listed securities kept under 


our continuous supervision. 


During 1940, when judicious action can mean so 





and practical experience has profitably served inves 
tors and traders in previous situations like the present, — 


widespread facilities. 


... over a period of 22 years . . . with its authori 
tive sources of data, unique business contacts, and” 
Its staff, as a result of long 
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A Fourfold Service 


As a Forecast subscriber, you will re- 
ceive the following comprehensive service 
designed to meet your investment and 
business needs and objectives: 


1. Security Advisory Service 
Scientifically arranged programs to take 
advantage of short, intermediate and 
major market movements with 
definite advice as to what and when to 
buy and when to sell. 

Telegrams on all recommendations for 
short-term profit . . as included 
in our Trading Advices, Bargain Indi- 
cator and Unusual Opportunities. 
Consultation by wire and by mail is open 
at all times. 


2. Business Service 

Concise weekly review of current situ- 
ation with latest factors and their effects. 
3. Commodity Service 

A weekly digest of position and forecast 
of leading commodity trends. 

4. Washington Service 


Weekly reports from our correspondents 
in the nation’s capital. 


When to Sell 


Through our short term ad- 
vices of what and when to buy 
and when to sell, you can take 
advantage of important market 
moves with the object of se. 


also gradually lay the founda 
tion for substantial profits 
through our Longer Term 
Recommendations. 


supervision . . . you are im 


expand your position. 


recommendations will be con- 
centrated in active securities 
. and in special situations 
selected to outstrip the 
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Free Service 
to February 1 


much to your financial welfare, we urge that you 
avail yourself of Forecast service. 


In the field of 
security guidance and predictions of market trends, 
THe Forecast has established an outstanding record 











SERVICE TO START AT ONCE BUT DATE FROM FEBRUARY |, 1940 


offer of Free Service to February 1. 
your profits through our counsel should more than 
cover our moderate fee. 


market in its next rise and 


future advancing phases of this recovery market. 


As we are especially desirous of serv- 
ing you during the vital year ahead, 
we extend to you our new special 
By that date, 











THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


ADDRESS: TICKERPUB 


90 BROAD STREET 


74 UNUSUAL 
OPPORTUNITIES 


TRADING 
ADVICES 


BARGAIN 
INDICATOR 


ADDRESS 


CITY 





on average. 


CABLE 


Send me collect telegrams on all recommendations checked below. 
Private Code after our Code Book has had time to reach you.) 


Low priced Common Stocks for Market Appreciation. 
month, on average. Maxiroum of five stocks carried at a time. $1,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


Active Common Stocks for Short Term Profit. 
Maximum of five stocks carried at a time. 
ficient to buy 10 shares of all recommendations on an outright basis. 
Dividend-paying Common Stocks for Profit and Income. 


month, on average. Maximum of five stocks carried at a time. 
sufficient to buy 10 shares of all recommendations on an outright basis. 


CAPITAL OR EQUITY AVAILABLE .... 


Continuous Consultation Service Provided. List Your Securities Now for Our Analysis. 


NEW YORK, N. Y. 


I enclose [] $75 to cover a six months’ test subscription (] $125 to cover a full year’s subscription to 
The Investment and Business Forecast starting at once but dating from February 1, 1940. 
that regardless of the telegrams I select, I will receive the complete service by mail. 


I understand 


(Wires will be sent you in our 


Two or three wires a 


Two or three wires a month, 
$2,000 capital suf- 


One or two wires a 
2,000 capital 


Free Air Mail 
Service 


(J Check here if you 
wish Air Mail and it 
will expedite delivery 
of our weekly and spe- 
cial bulletins. This ser- 
vice is provided FREE 
in such cases in United 
States and Canada. 


We serve only in an 
advisory capacity, han- 
dle no funds or securi- 
ties and have no finan- 
cial interest in any 
issue or brokerage 
house. Our sole objec- 
tive is the growth of 
your capital and in- 
come through counsel 
to minimize losses and 
secure profits. 
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What and When to Buy and | 


curing profits to increase your ~ 
capital and equity. You can ~ 


All com- ~ 
mitments made on our advices © 
are kept under our continuous 


formed when to contract or ~ 


5) 


Current and new FORECAST 3 














BUSINESS ACTIVITY 


(M.W.S. INDEX) 





CONCLUSIONS 











INDUSTRY—Business Activity at new 
recovery high; but mild first quarter 





recession probable. 





TRADE—Chain store sales 10%, above 
last year; but holiday trade back- 








ward. 





COMMODITIES—Strength in the 


grains and in cotton feature com- 





1923-25=100 








modity markets. 





MONEY AND BANKING—Commer- 


cial loans due for some belated sea- 

















sonal decline. 












































With all components of our Business Index, 
save Lumber shipments, reporting better than NESS CREDIT 
normal seasonal improvement or less than nor- (FEDERAL RESERVE BOARD) 
mal seasonal recessions during the past fort- | | 
night, the nation's per capita volume of busi- 
ness activity has expanded sharply to the best 
level recorded since September, 1937. Re- Bea 
sumption of capacity operations at the Chrysler ppt tt 
plants has caused an exceptionally sharp rise in [DEMAND DEPOSITS 
Automobile production, and contributed to the El at ca a ot estes no 
establishment of a new all time record in Elec- Beeeg / 
tric Power output. Comparison of the Federal | | | 
Reserve Board's revised index of 124 for indus- 
trial production in November with our own 
index of 113 on the same basis (without com- 
pensation for population growth) indicates that 
production is still running considerably ahead 
of general business activity. In many instances 
new orders are below the rate of shipments. A | 
These are straws which indicate some backing sae 1 
up of inventories in the hands of dealers and ICOMMERCIAL LOANS 
consumers, and point to the probability of a Petew |] TH 
mild corrective business set-back in the first | a4 
quarter to around the August and third quar- | ~ J be 
ter's average of 91, per capita basis, from the TNORCERLTA £ # 
current level of 98. 
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|TOTAL INVESTMENTS 
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BILLIONS OF DOLLARS 











fit itt 
* * * | __._|IBANK DEBITS t 
According to the National Industrial Con- Pi ett 
ference Board, manufacturers’ inventories at the | 2 Beas xe 
; JFMAMJJASOND JFMAMJJASON 
(Please turn to next page) | Kas on a FS te 


tiO WEEK RUNNING AVERAGE OF 140 CITIES 


























ECEMBER 30, 1939 








Busimess and 


Industry 





Date 


Latest 
Month 


Previous 
Month 


Last 
Year 


LT 


PRESENT POSITION AND OUTLOOK 








INDUSTRIAL PRODUCTION(a) 


[INDEX OF PRODUCTION AND 
TRADE (b) 


Production 





Non-durable Goods 
Primary Distribution 
Distribution to Consumers 
Miscellaneous Services 


WHOLESALE PRICES (h) 


INVENTORIES (n. i. c. b.) 
Raw Materials 
Semi-Finished Goods 
Finished Goods 


COST OF LIVING (d) 
All Items 











Housing 

Clothing 

Fuel and Light 

Sundries 

Purchasing value’of dollar 


NATIONAL INCOME (cm)... 


CASH FARM INCOME; 
. Farm Marketing 
Including Gov't Payments 
First 12 Months 
Prices Received by Farmers (ee).. 
Prices Paid by Farmers (ee) 
Ratio: Prices Received to Prices 
Paid (ee) 











124 


121 


103 





92 
91 
719 
96 
88 
97 
82 


89 
88 
73 
96 
86 
95 
83 


81 
719 
60 
90 
77 
87 
78 





79.2(pl) 


719.4 





116.7 


89.9 
99.2 


108.1 


85.6 
79.7 
86.6 
72.6 
85.2 
96.8 
116.8 





$6,204 





$812 
894 
7,625(pl) 
97 
122 


80 


$6,010 


$781 


80 





FACTORY EMPLOYMENT (f) 
Durable Goods 
Non-durable Goods 





95.5 
110.6 


89.4 
110.2 


94 
78 


719.7 
104.6 





FACTORY PAYROLLS (f) 
(not adjusted) 





101.8(pl) 


101.3 





RETAIL TRADE 
Department Store Sales (f) 
Chain Store Sales (9) 
Variety Store Sales (3) 
Rural Retail Sales (j) 
Retail Prices (s) as of 


FOREIGN TRADE 
Merchandise Exportst 
Cumulative year's totalt to 
Merchandise Importst 
Cumulative year's totalt to 








Nov. 
Nov. 
Oct. 
Nov. 


94 
117.0 
122.0 
123.4 

1:2 


81.9 


89 
109.5 
115.4 
108.5 

89.0 





Nov. 
Oct. 


$287.0 


Nov. 30 {2,804.0 


213.3 


Oct. 30 . 1,835.8 


$314.7 
2,887.8 
178.0 
1,612.9 





RAILROAD EARNINGS 
Total Operating Revenue * 
Total Operating Expenditures*.. . 


Net Rwy. Operating Income*... 


Rate of Return % 


BUILDING Contract Awards (k). 
F. H. A. Mortgages 
Selected for Appraisalf........ 
Accepted for Insurance t 
Premium Payingt 








1st 10 ms.$3,281,797 
1st10 ms. 2,413,033 
1st 10 ms. 
1st 10 ms. 
Operating Ratio % 1st 10 ms. 
1st 10 ms. 


301,768 
456,617 
73.53 
2.07 


$2,926,919 
2,257,671 
286,338 
274,040 
77.13 

1.24 





Nov. 


Nov. 
Nov. 
Nov. 


$299.8 


80.7 
65.0 
67.1 


$301.7 


84.1 
58.2 
54.3 





Building Permits (c) 
214C 
New York Cityf 
BORD: DSi beech ek vsccdce ce 


Oct. 


$97.4 
20.5 
117.9 


$77.0 
20.1 
97.1 





Engineering Contracts (En) { 








302.2 


217.0 





——] 


(Continued from page 367) 


end of October were 14% below the 1937 
average, and only 3.6% above the current year's 
low on July 1st. The Department of Commerce 
finds that inventories held by wholesalers jn 
October were generally not out of proportion in: 
relation to sales for that month. It is quite prob. 
able, however, that they may by now have be. 
come somewhat unwieldy in relation to the recent 
reduced rate of sales, and that customers may be 
overstocked in relation to current consumption, 
New Orders booked by manufacturers in Octo. 
ber, according to the N. I. C. B., were 46% above 
the 1937 average; but 11% lower than in Septem. 
ber. 
* Sd * 

Unemployment on Nov. 1st amounted to 
about 8,150,000, compared with the 1933 peak 
of 14,706,000, the 1937 low of around 6,000,000 
and the current year's high of 11,360,000. 


* * * 


Merchandise exports in November, though 
11% below October, were 15% above last year, 
The somewhat greater than normal seasonal drop 
in exports in November, as compared with Octo- 
ber, was attributable largely to a sharp decline in 
shipments of farm products. Judging from strength 
of agricultural commodity prices, foreign pur- 
chases must have been resumed on a sufficiently 
large scale to more than make up for any tempor- 
ary drop in exports. The sharp rise in exports in 
September and October doubtless reflected in 
part a considerable speculation in inventories such 
as took place domestically, and last month's drop 
would be a natural aftermath. But this should not 
be construed as a permanent loss of foreign trade 
resulting from the war. Now that the Allies have 
completed their purchasing organization there 
should be a continuous expansion in exports for 
duration of the war. The renewed advance of 
prices for agricultural staples points to an ultimate 
war-bred inflation if the war is prolonged; though 
retail prices are still only moderately higher 
than last year. Department store sales re- 
cently have been rather disappointing, possibly 
due to the same uncertainties that are being re- 
flected in a lifeless stock market. Sales for the 
week ended Dec. 9 were only 4% above last 
year, compared with a 6% increase for the month 
of November. November's chain store sales, 
on the other hand, were 10% ahead of last year, 
and rural retail sales rose 11%. 


* « * 


Though carloadings are currently only 11% 
above last year, November gross revenues were up 
nearly 15%. Drought in the winter wheat belt, 
with a harvest probably 30% below last year, will 
cut into earnings of the grangers; but the rail- 
roads should derive some benefit in competition 
with trucks from the I. C. C.'s recent permission to 
make ‘wholesale’ rates on bulk shipments of 
commodities by rail. 


7 * * 


Construction contracts awarded during No- 
vember in 37 States east of the Rockies were within 
1% of last year’s total for that month. Residential 
contracts were up 22%, while commercial building 
contracts rose 50% and manufacturing plants 
jumped 80%. Residential building material 
prices rose 7.5% between Sept. 1 and Nov. 1. 
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Previous 


Month 


Latest 
Month 


PRESENT POSITION AND OUTLOOK 





L 


Ingot Production in tons * 
Pig Iron Production in tons*.... 
Shipments, U. S. Steel in tons*. . 


5,463 
3,720 
1,271 


5,394 
3,628 
1,219 





AUTOMOBILES 
Production 

Factory Sales 

Total 1st 10 Months 
Registrations 

Passenger Cars, U. S. (p) 

Trucks, U. S. (p) 


Oct. 


313,377 188,751 


1939 2,773,252 


1st10 ms. 2,168,629 
1st 10 ms. 


408,002 


209,512 
1,728,326 


1,464,051 
316,072 





PAPER (Newsprint) 

Production, U. S. & Canada * (tons). 
Shipments, U. S. & Canada * (tons). . 
Mill Stocks, U. S. & Canada * (tons). 


Nov. 
Nov. 
Nov. 


30 


367.6 
369.3 
206.9 


323.7 
340.7 
214.9 





LIQUOR (Whisky) 
Production, Gals. * 
Withdrawn, Gals. * 
Stocks, Gals. * 


Nov. 
Nov. 
Nov. 


8,946 
10,385 


465,934 469,173 


10,572 
9,559 
466,175 





GENERAL 
Paperboard, new orders (st) 
Railway Equipment Orders (Ry) 
Locomotive 
Freight Cars 
Passenger Cars 
Cigarette Productiont 
Bituminous Coal Production * (tons). 
Boot and Shoe Production Prs.*. . . 
Portland Cement Shipments * 
Commercial Failures (c) 





Oct. 


Nov. 


497,834 628,272 
At 34 
7,691 11,220 
8 28 
14,461 15,384 
42,835 45,950 
31,000(pl) 36,924 
10,146 12,899 
886 916 


370,453 


3 
132 
32 
13,506 
35,925 
30,054 
8,573 | 
984 | 





Exclusive of Chrysler, whose dealers are not yet 
adequately stocked retail sales of a 
during the first 10 days of December were 23% 
above the like period last year. U. S. and 
Canadian output is estimated at 1,155,000 units 
for the current quarter, and around 1,300,000 for 
the first quarter of 1940. 


> * : 


Machine Tool operations in November were 
at 91.2% of capacity, the highest this year, com- 
pared with 84.9% in October, and the year's low 
of 52.5% in January. Lumber orders in No- 
vember were 14% below last year, compared 
with an 11-months’ increase of 16%. North 
American stocks of newsprint on Dec. 1st were 
the largest since June, 1938. Portland cement 
shipments in November were 18% above last 
year, leaving month-end stocks at mills 6% lower 


than a year earlier. 
* ae a 


A total of 8,166 new freight cars were or- 
dered during November, making an 11-months’ 
total of 53,789, against 16,981 for all of 1938 and 
51,369 in 1937. Lecomotives ordered in 11 
months numbered 317, vs. 252 for all of 1938 and 
424 in 1937. The ‘Railway Age” estimates that 
the railroads must install 62,000 new cars yearly 
to keep abreast with demand, against an average 
of only 20,000 built annually during the past 
ten years. 
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WEEKLY INDICATORS 





Date 


Previous 


Week 


Latest 
Week 


Year 
Ago 


PRESENT POSITION AND OUTLOOK 








M. W. S. INDEX OF BUSINESS 
ACTIVITY 1923-25—100 


Dec. 


16 


98.4(pl) 97.4 


87.4 





ELECTRIC POWER OUTPUT 
BOW Steines Sasol co .cies stele sa.4s 


. 16 


2,605 2,586 


2,333 





TRANSPORTATION 
Carloadings, total 


Manufacturing & Miscellaneous... . 
L. C. L. Mdse 


681,166 
35,547 
134,585 
34,144 
290,052 
150,148 


687,265 
38,310 
128,516 
34,996 
292,360 
154,216 


606,003 
35,959 
126,007 
29,132 
238,673 
148,091 





STEEL PRICES 

Pig Iron $ per ton (m) 
Scrap $ per ton (m) 
Finished ¢ per Ib. (m) 


22.61 
18.08 
2.261 


22.61 
17.83 
2.261 


20.61 
14.92 
2.286 





STEEL OPERATIONS 
% of Capacity week ended (m).... 


ae 


89.5 bl 





53.0 





CAPITAL GOODS ACTIVITY 
(m) week ended 


46 


105.5 105.0 








PETROLEUM | 
Average Daily Production bbls. *. . 
Crude Runs to Stills Avge. bbls. *. . . 
Total Gasoline Stocks bbls. * 
Gas Fuel Oil Stocks, bbls. * 
Crude—Mid-Cont. $ per bbl 
Crude—Pennsylvania $ per bbl... . | 
Gasoline—Refinery $ per gal 


t—Millions. 


*—Thousands. 





Chain Store Age 1929-31—100. 





DECEMBER 30, 1939 


Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 


| Dee. 


16 
16 
16 


(a)—Federal Reserve 1923-25—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated long | 
term trend. (c)—Dun & Bradstree's. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. (e}— | 
| Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (En)—Engineering News Record. (f)}—1923-25—100. (g}— | 
(j)—Adjusted—1929-31—100. (k)}—F. W. Dodge Corp. 


(h)—U.S.B.L.S. 1926—100. 
(p)}—Polk estimates. 


| Age. (n}—-1926—100. (n. i. c. b.)—Nat. In. Conf. Bd. 1936—100. 
way Age. (s)—Fairchild Index, Dec., 1930—100. _(st)}—Short tons. 


3,828 
3,460 
77,196 
104,590 
1.98 
1.02 
0.06% 


3,866 
3,415 
78,158 
103,151 
1.98 
1.02 
0.06% 


| 
| 
| 
| 


0.0614} 


Electric power output continues to ring up 
new high records while holding its 11.5% margin 
of increase over last year. Sponsors of the New 
Deal transmission grid plan insist that it will help 
not harm, private interests. The utility industry 
expects to spend $600,000,000 next year on new 
construction, against $480,000,000 this year and 
$920,000,000 in the peak year, 1930. 


* s ao 


Steel operations are tapering off a little as the 
year draws to a close, to facilitate repairs and for 
inventory reasons; but at a less than normal sea- 
sonal rate, despite the circumstance that new 
orders are currently coming in at only about 
65% of capacity. November exports of Iron, 
Steel and their products amounted to nearly 
$33,000,000, an increase of 69% over last year, 
whereas the October increase was only 53%. 


Gasoline stocks are increasing at a dangerously 
high rate through necessity of meeting a heavy 
and rising demand for fuel oil. In consequence 
of this, retail prices have sagged to the lowest 
level since 1933. Exports of petroleum and 
its products during November were only 7% 
above last year, compared with a 13% increase 
for October. 


(m}—lron 


(pl)}—Preliminary. (r}—Revised. (Ry)—Rail- | 








Trend of Commodities 






The commodity markets over the past fortnight were fea- 
tured by soaring wheat prices, reflecting in strength in other 
grains, and a further upturn in the prices of cotton and tex- 
tiles. While devoid of the spectacular elements which char- 
acterized the wheat and cotton markets, industrial com- 
modities were firm. Despite the fact that the renewed up- 
turn in representative commodity price indexes followed 
closely on the heels of the recent prediction by the TNEC 


that a seconda 
minent, industrial buyers have not as yet shown any marked 
inclination to enlarge purchases. Quite possibly the strength 
in certain commodities may broaden out to include a more 
representative group of industrial raw materials, but until the 
evidence suggestive of a sustained advance is more cop. 
clusive new commitments need not be hastened in the fear 
of being caught in a maelstrom of rapidly advancing prices, 


buying movement, appeared to be im. 
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Changes in Major Commodity Price Groups for the Fortnight Ended Dec. 16, 1939 





1939 








| 
| 


| COTTON 
Price cents per pound, closing 


ME sis Sok eislsss o4 sve soles 
(In bales 000's) 
Visible Supply, World........... 
Takings, World, wk. end.......... 
Total Takings, season Aug. 1 to.... 
CEE AS. Divics <6 'o 8 605.640 
ee. Sea ae 
Total Exports, season Aug. 1 to.... 
Government Crop Est. (final). ..... 
Active Spindles (000's).......... 


Date 


pes 
yet 
Ae 4 


y 21 
Be 4 
24 


. 16 
16 
1 





Latest Previous 
Wk. or Mo. Wk. or Mo. 


11.01 
10.63 
14539 


(X) 
(X) 
(X) 
119 
178 
2,628 


11,792 ie 


=r 11,943(ac) 


22,774 22,659 22,447 








WHEAT 
Price cents per bu. Chi. closing 
EN os con oe gates wees 
ie ES he rE eee 
Exports bu. (000's) since July 1 to. 
Exports bu. (000's) wk. end....... 
Visible Supply bu. (000's) as of . . . 
Gov't Crop Est. bu. (000's) (winter) 





1.08% 
1.053% 


1.01% 
99%, 


57,054 53,178 
3,876 4,836 
124,425 127,678 120,249 


399,000 ey 


222. 563,431(ac) 





| CORN 
Price cents per bu. Chi. closing 
TM cos 55 5 is ces Ss 
Eee bbs ios sia's es orci 
Exports bu. (000's) since July 1 to. 
Visible Supply bu. (000's) as of . . . 
Gov't Crop Est. bu. (000's) (final). . 





. 29 
Dec. 21 
Dec. 9 
Dec. 9 


Dec. 1 2,619,137 


55% 
589% 


55 A9Yy 
561% 52% 


1,284 6,992 292 
38,055 36,895 46,037 


.. 2. 2,562,197(ac) 





PRESENT POSITION AND OUTLOOK 


Cotton. Under the impetus of greatly in- 
creased trading activity, cotton prices staged the 
largest gains since the first week in September 
and prices reached the highest levels since August, 
1937. Prices have now risen more than 30% 
since early October. Accompanying the rise 
have been several significant developments. Par- 
ticularly noteworthy has been the substantial in- 
crease in export demand, accompanied by three 
successive reductions in the export subsidy. 
Also a considerable amount of cotton pledged 
under the 1938 loan is coming on the market. 
Although sentiment is equally strong on both sides 
of the market, some reaction would be logical. 

* * * 


Wheat. Prices rose spectacularly and it was not 
until near the close of the past week that any par- 
ticular resistance was encountered. Under the 
weight of profit taking and reports of increased 
moisture in the winter wheat belt, the market re- 
acted with the approach of the holiday. Private 
estimates place the current winter crop at the low- 
est figure since 1900, while official estimates of 
the Argentine crop indicate the smallest yield in 
twenty-four years, with only two exceptions 
Exports continue to lag. 

” am * 

Corn. Corn prices took their cue from wheat, 
registering sizeable gains. Export sales have re- 
vived moderately, and belief in an early and more 
substantial revival is gaining adherents. 
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Latest Previous Year 
Date Wk. or Mo. Wk. or Mo. Ago 











—_————— 
COPPER Copper. The announcement that the British 
Price cents per Ib Ministry of Supply would raise maximum prices 
12.50 12.50 . on copper, lead and zinc, bringing them more 
Export f. a. s. N. ¥ . 12.45 12.85 nearly in line with world prices was followed 
Refined Prod., Domestic (tons) 57,339 61,719 in the United States by some stiffening in export 
Refined Del., Domestic (tons) 59,681 53,573 quotations. Apparently the action of the British 
Refined Stocks, Domestic (tons).... 316,543 335,017 Ministry was designed to compensate producers, 
Refined Prod., World (tons)...... ‘| 158,236 173,205 selling to private fabricators, for heavier transpor- 
Refined Del., World (tons) 181,487 180,433 tation costs. Under the weight of year-end in- 
Refined Stocks, World (tons) | 490,419 513,670 523,196 flaences. domestic. demand comtinues sashictad 
and markets are quiet. 
“ 











TIN | * * 
Price cents per Ib., N. ¥ : 49.75 51.00 46.00 Tin. Prices continue fairly firm, although only 


Tin Plate, price $ per box......... : 5.00 5.00 5.00 a small quantity of tin has changed hands recently. 
 ghbwes _ as of . yes ys yer Tin plate operations have eased to 87%. 
U. S. Deliveries } ' ' oe 88 
U. S. Visible Supply t as of : 23,886 13,494 9,302 Lead. Last month domestic stocks of refined 
_—__—_—— lead dropped to the lowest level since July, 1930. 
LEAD Despite the fact that production was stepped up 
Price cents per Ib., N. ¥ . 5.50 5.50 4.85 in November, deliveries were larger than had pre- 
U. S. Production (tons) . 48,467 42,563 39,800 viously been anticipated. Statistical position is 
U. S. Shipments (tons) . 64,365 66,060 42,032 unusually strong and sentiment has been bolstered 
Stocks (tons) U. S., as of . 58,061 73,963 115,236 by the action of the British Ministry referred to 
* 1 above. 
ZIN * * ~ 
Price cents per Ib., St. Louis . 6.00 6.00 4.50 Zine. Most sellers continue to hold out for a 
U. S. Production (tons) . 53,524 50,117 40,343 6.50 cents price but very little business is being 
| U.S. Shipments (tons) . 64,407 73,327 43,693 done. The domestic price should be aided by 
| Stocks (tons) U. S., as of . 61,522 72,405 120,778 the action of the British Ministry and renewed de- 
: ox mand for galvanizing operations is anticipated 
| early in 1940. 
Price $ per Ib. Japan xx crack _ 4.041 3.83 1.811) , . > ans 
Mill Dels. U. S. (bales), season to. . : 96,098 59,229 109,941 Silk. Prices crossed $4 for the first time in 
| Visible Stocks N. Y. (bales) as of. . ; 27,760 25,060 40,711 nearly ten years. Japanese buying stimulated 
| by rising consumption was partly responsible for 
RAYON (Yarn) | the rise in prices. Domestic speculation contrib- 
Price cents per Ib . 53 53 31 | uted the balance of the impetus. Rumors of an 
Consumption (a) . 32.9 34.1 21.7 | impending depreciation in the yen were heard. 
Stocks as of (a) ; 7.5 9.4 40.0 Domestic stocks are low but consumption con- 
WOOL | tinues to decline. 
! © a 
Price cents per Ib. tops, N. ¥ ; 1.161% 1.16% 82 | Wool. Thz tight domestic supply situation 
— | promises to be eased somewhat by the announce- 
| ment that Australia would ship 22,500,000 
Price cents per Ib. No. 1 Packer... 15.00 14.75 11.75 pounds to the United States at prices ranging from 
Visible Stocks (000's) as of 12,489 12,523 13,159 90 cents to $1.02 a pound. 
No. of Mos. Supply as of ; 6.3 6.4 6.6 * * * 









































Hides. Spot prices are firm, although futures 
RUBBER | were lower near the close of last week, largely 
Price cents per Ib | . 20.55 20.80 in reflection speculative selling. Shoe produc- 
kt ere reer ee | 42,586 41,250 | tion this year may establish a new all time record 
ONUMPUION, Ul Sef vac eescse ce | : 54,322 55,764 | surpassing the previous peak in 1936. 
Stocks U. S. as of : 118,535 133,183 | * * * 
Tire Production (000's) : 5,431 5,007 | Rubber. Domestic consumption in No- 
Tire Shipments (000's) 5,188 5,621 vember was the largest for that month in the history 
Tire Inventory (000's) as of 8,657 8,364 | of the industry and 20% above last year. Im- 
ports ran behind consump‘ion and stocks were the 
COCOA smallest for any November since 1930. Sup- 
Price cents per Ib. Jan . 5.63 5.66 plies are equal to only two months’ requirements 
Arrivals (thousand bags) | : 434 467 but apparently the trade is not particularly fearful 
Warehouse Stocks (thousand Ibs.). . | 1,118 1,128 of a serious shortage. 
ee * 
COFFEE | Cocoa. No announcement has been made as 
Price cents per Ib. (c) | 7% TH | to the manner in which Great Britain will dispose 
Imports, season to (bags 000's). . . | 2 5,652 4,255 | of the Gold Coast crop. Market opinion is in- 
} 











* + 





U.S. Visible Supply (bags 000's). . 1,825 | clined to believe that Britain is withholding its 


—— plans awaiting a better market. 
* * * 





SUGAR 
Price cents per Ib. | Sugar. Announcement that™the duty on 

| - Dec. 21 2.95 . 2.85 Cuban sugar would be reduced to 90 cents from 

Refined (Immediate Shipment). . ‘| Dec. 21 4.10 . 4.45 $1.50 a hundredweight whenever President Roose- 

U. S. Deliveries (000's)* |1st 10 mos. 5,902 5,450 velt declares the Cuban sugar quota to be again 
U. S. Stocks (000's)* as of (rr) | Oct. 31 694.3 700.2 operative found little response in raw sugar prices. 








t—Long tons. *—Short tons. (a)—Million pounds. (ac)—Actual. (c)—Santos No. 4.N. Y. (pl)—Preliminary. (m)—Raw ~~ 
refined. (X)}—No foreign statistics al lowed to be sent from abroad because of war conditions. 
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Money and Banking 





Date 


Latest 
Week 


Week 


Previous 


Year 
Ago 








INTEREST RATES 
Time Money (60-90 days) 
Prime Commercial Paper 
Call Money 
Re-discount Rate, N. Y. 


114% 


h-A% 
1% 


1% 


1%A% 
h-A% 
1% 


1%4% 
Ye-1% 
1% 
1% 





CREDIT (millions of $) 


Bank Clearings (outside N. Y.)..... 


Cumulative year's total to 
Bank Clearings, N. ¥ 
Cumulative year's total to 
F. R. Member Banks 


Loans and Investments 


Commercial, Agr., Ind. Loans. . . 


Brokers Loans 
Invest. in U. S. Govts 


Invest. in Govt. Gtd. Securities... 


Other Securities 
Demand Deposits 
Time Deposits 


New York City Member Banks 


Total Loans and Invest 


Comm'l Ind. and Agr. Loans.... 


Brokers Loans 
Invest. U. S. Govts 


Invest. in Gov't Gtd. Securities... 


Other Securities 





| 
| 
} 





Demand Deposits 
Time Deposits 
Federal Reserve Banks 


Member Bank Reserve Balance... 


Money in Circulation 
Gold Stock 

Treasury Currency 
Treasury Cash 

Excess Reserves 


9 


2,588 


120,528 


3,168 


164,715 


23,523 
4,416 
818 
8,863 
2,413 
3,376 
18,981 
5,251 


9,156 
1,697 
666 
3,533 
1,294 
1,195 
8,378 
651 


11,378 
7,679 
17,576 
2,959 
2,411 
4,900 


2,264 
108,824 
3,813 
165,462 


21,504 
3,872 
858 
8,080 
1,696 
3,239 
16,291 
5,130 


7,855 
1,384 
690 
2,881 
845 
1,089 
6,854 
599 


8,472 
6,943 
14,454 
2,788 
2,677 
2,980 





NEW FINANCING (millions of $) 


Corporate 
New Capital 
Refunding 





112.2 
21.4 
90.8 


151.2 
43.5 
107.7 





The latest weekly statement of the Federal Re. 
serve Banks discloses a further reduction in the 
portfolio of the Federal Reserve Open Market 
Committee. In the latest week $15,750,000 
of Treasury bonds were liquidated, bringing the 
net reduction since Nov. 8 to $52,475,000, 
Five of the past seven weeks have shown a reduc. 
tion. Incidentally, it was also shown that the 
New York City Member Banks sold Treasury 
bonds during the past week, the total liquidation 
amounting to $26,000,000. Reports were current 
that buyers of longer term Treasuries included both 
out-of-town banks and insurance companies. 


* * * 


The statement of all member banks for the week 
ended Dec. 13 showed an increase of $38,000, 
000 in loans to commerce, industry and agricul- 
ture. Commercial loans in the last seventeen 
weeks have risen $501,000,000 and are $544, 
000,000 larger than a year ago. For the week 
ended Dec. 20, however, commercia'’ loans of 
New York City Member Banks dropped $14, 
000,000 and this may mark the start of the seasonal 
decline in business borrowings, the peak of which 
normally occurs some weeks earlier. 


* e s 


New York City banks reported an increase of 
$28,000,000 in brokers’ loans bringing the total 
rise in this item to $159,000,000 over the past 
two weeks. The upturn, however, is attributed 
largely to borrowings in connec‘ion with recent 
Treasury financing, and is therefore likely to prove 
temporary. 
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Issues (1925 Close—100) 
316 COMBINED AVERAGE 


1939 Indexes 





High 
73.1 


Low 
50.7 


Dec. 9 
65.3 


Dec. 16 
64.7 


(Nov. 14, 1936 Close—100) 
100 HIGH PRICED STOCKS 
100 LOW PRICED STOCKS 


1939 Indexes 





Dec. 9 Dec. 16 
66.79 66.84 
57.62 56.38 


High 
72.77 
66.79 


Low 
53.58 
44.98 





5 Agricultural Implements... . 


6 Amusements 


15 Automobile Accessories. . . 


12 Automobiles 


11 Aviation (1927 Cl.—100).. 
3 Baking (1926 Cl—100).... 


3 Business Machines 


LS Se re 
20 Construction.............. 


5 Containers 

9 Copper & Brass 

2 Dairy Products 

8 Department Stores 


7 Drugs & Toilet Articles..... 


2 Finance Companies 
7 Food Brands 
3 Food Stores 


4 Furniture & Floor Covering... 


3 Gold Mining 
6 Investment Trusts 


4 Liquor (1932 Cl_—100).... 


9 Machinery 


119.9 
43.2 
97.2 
13.2 

212.1 
15.4 

183.9 

187.2 
47.5 

242.6 

124.4 
32.4 
23.9 
53.5 

312.0 

103.3 
48.6 
72.1 


28.1 
193.1 
129.0 


81.4 
26.8 
55.2 
8.1 
128.2 
142 
110.8 
123.7 
25.57 
165.0 
bi ke 
23.6 
16.5 
40.4 
219.4 
69.1 
33.3 
47.1 
884.6 
19.2 
133.0 
83.3 


103.4 
28.4 
88.7 
11.6 

191.7 
11.9 

116.9 

163.6 
33.8 

227.3 

101.0 
29.5 
21.4 
44.8 

260.1 
94.4 
46.4 
56.1 

936.0 
23.1 

150.8 

112.3 


105.4 
27.6 
87.4 
11.4 

195.7 
11.2x 

110.8L 

166.0 
32.8 

226.9 

101.3 
29.0 
20.7 
45.5 

257.0 
95.0 
46.3 
56.9 

917.0 
22.6 

141.6 

114.5 








2 Mail Order 
4 Meat Packing. 
14 Metals, (non-F 
2 Paper 
24 Petroleum 
18 Public Utilities 
4 Radio (1927 C 
9 Railroad Equip 
22 Railroads 


ON iis hae se 


2 Shipbuilding. . 
13 Steel & Iron 


3 Telephone & T 
4 Textiles 
4 Tires & Rubber 
4 Tobacco 
4 Traction 
4 Variety Stores 


91.0 
oo 
158.4 
14.4H 
81.3 
52a 
11.0 
54.2 


ple Fe: 


69.2 
41.5 
122.0 
pike. 
74.3 
44.9 
10.0 
35.7 
10.9 
2.2 
45.1 
60.4 
eS, 
113.0 
40.3 
27.4 
13.0 
76.2 
21.9 
189.3 


90.0 
55.4 
162.9 
14.2 
83.1 
S332 
11.0 
54.0 
14,3 
2.6 
76.1 
88.8 
28.0 
160.3 
45.8 
54.2 
15.4 
83.2 
36.8 
234.7 


93.0 
65.4 
192.9 
14.4 
101.0 
62.6 
17.0 
65.1 
20.5 
71.9 
85.0 
105.6 
39.0 
176.3 
J Ea 


errous) 


1—100).... 


| ee 


elegraph..... 


20 Unclassified (1938 Cl.— 


100) 


iat: eae 








H—New HIGH since 1937. 


x—New LOW this year. 


L—New LOW since 1937. 


R—New LOW record since 1929. 
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The Personal Service Department of Tue Macazine or Wau Srreer will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


Give all necessary facts, but be brief. 


Confine your requests to three listed securities. 
No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Continental Baking Co. 


I understand Continental Baking Corp. 
may pay up arrears on the preferred before 
the end of the year. Does this mean that 
distributions on the class “A” stock may be 
resumed next year? Have higher material 
costs affected profit margins unfavorably? Is 
it advisable for me to continue holding 120 
“4” shares which cost 2134?—Dr. J. T. W., 
South Orange, N. J. 


Continental Baking Co. is the na- 
tion’s largest baker of breads, cakes 
and pastries. Heavy promotional 
efforts aid in maintaining the con- 
cern’s competitive position. Raw 
material costs and levels of consum- 
er purchasing power are important 
earnings determinants. Depression 
influences resulted in an almost 
steady earnings decline from 1929 
through 1935. Recovery then set 
in, earnings scoring consecutive 
yearly gains through 1938. Net in- 
come in that year allowed for class 
“A” per share earnings of $4.41 up 
from $3.23 in 1937. On July 1, last, 
current assets, including cash of 
$5,111,563, amounted to $8,253,743, 
as against current liabilities of $2,- 
183,305. The capital structure is 
made up of subsidiary funded debt 
of $30,000, 1,999,900 class “B” shares, 
291,813 class “A” shares and 400,000 
preferred shares. A relatively poor 
first quarter offset later earnings 
gains with the result that net earn- 
ings of $1.86 per class “A” share in 
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the thirty-nine weeks ended Septem- 
ber 30, last, were well under the $2.62 
a share reported in the comparable 
weeks of 1938. Full year results 
may be in the neighborhood of $3.40 
per share. Ingredient costs have 
risen but expanding sales and pos- 
sible price advances will be of aid to 
earnings in early 1940. The Board 
of Directors will not meet again this 
year so that preferred dividend ar- 
rears of $6 a share are not likely to 
be eliminated prior to the year end. 
Thus resumption of distribution on 
the class “A” shares is uncertain at 
this time. The class “A” shares, 
reasonably priced in relation to earn- 
mgs, would appear sufficiently at- 
tractive at this time to warrant their 
continued speculative attention. 


Interstate Department Stores, 
Inc. 


Have been holding 200 shares of Interstate 
Department Stores common at 16% since last 
year. Now despite continuing reports of store 
sales being up month after month, the shares 
can’t seem to break through a high of 14%. 
Does this just reflect market hesitancy or is 


there another reason? What action do you 
advise?—T. C. T., Springfield, Ohio. 


Interstate Department Stores, 
Inc., one of the nation’s leading re- 
tail organizations, operates thirty- 
nine department stores located in 
medium-sized eastern, southern and 
mid-western cities. Catering to the 
working class, sales are largely for 
cash. Quite naturally sales and earn- 
ings tend to follow rather closely the 
trends of employment levels in the 
various territories served. This fact 
is clearly demonstrated in the sharp 
earnings swnigs of recent years. Re- 
covering from a deficit of $3.77 per 
common share in the term ended 
January 31, 1933, profits rose con- 
secutively to the equal of $3.23 a 
share in the year completed Janu- 
ary 31, 1937, only to decline to the 
equal of 65 cents a share, the follow- 
ing year, and in the period ended 
January $1, last, a loss of 69 cents a 
share was incurred. As of the last 
fiscal year-end, finances were sound, 
in that current assets, including cash 
of $1,710,742, exceeded current 
liabilities by $4,308,983. At last 
accounts the 301,846 shares of no 
par value common stock were pre- 
ceded in the capital structure by 
22,920 shares of $7 preferred stock 
(redeemable at 110) and $514,935 of 
mortgages. Improvement was evi- 
dent in the six months ended July 
$1, last, and the deficit of 67 cents 
a share was well under the corre- 
sponding year earlier loss of $1.60 
per share. Sales in the ten months 
ended November 30, last, were 
5.58% above year earlier levels. 
Widening profit margins and possi- 
ble additional sales gains occasioned 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us to Answer Collect. 








by satisfactory levels of industrial 
activity in the areas served, may re- 
sult in a modest profit being reported 
for the term to end shortly. Re- 
sumption of dividend payments is 
not expected this year. Since no 
early substantial decline in business 
activity is looked for, further im- 
provement in early 1940 is quite 
possible. We would advise con- 
tinued longer term speculative re- 
tention. 


Wheeling Steel Corp. 


Are your analysts favorably disposed to- 
ward Wheeling Steel common at present? 
Have noted with satisfaction the excellent 
showing for the September 30 quarter. Is this 
improvement likely to be maintained through- 
out the next quarter? Can you provide any 
recent information on profit margins and 
orders book? I own 75 shares at 324%— 
B. W., Augusta, Ga. 


Normally, about 75% of the out- 
put of Wheeling Steel Corp. is strip, 
sheets and tin-plate, while the bulk 
of the remainder consists of pipe, 
tubing and wire products. The 
automobile industry is the leading 
customer followed by manufacturers 
of tin containers and concerns oper- 
ating in the petroleum, gas, mining, 
building and railroad industries. 
Earnings of steel manufacturers are 
subject to wide cyclical fluctuations 
and, although Wheeling’s operating 
record has been better than the in- 
dustry average, the company is no 
exception to the rule. After a four- 
vear span of deficits, ending with 
1934, profitable operations were re- 
sumed in 1935 and earnings ex- 
panded through 1937, when net was 
equal to $4.03 a share, only to again 
vanish last year when a loss of $2.44 
a share was incurred. Finances con- 
tinue in fine shape. Giving effect to 
complete conversion of the 6% pre- 
ferred shares as approved by stock- 
holders several years ago, capitaliza- 
tion, according to the latest balance 
sheet consisted of funded debt of 
$32,200,000, 381,547 shares of $5 
cumulative no par value preferred 
stock and 578.864 shares of no par 
value common stock. Under the 
more favorable conditions obtaining 
jn the first nine months of 1939, con- 
siderable improvement in operations 
took place and results for the inter- 
val were equivalent to $3.42 a share 
which was in sharp contrast to a loss 
of a similar amount in the corre- 


sponding year earlier interval. Earn- 
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ings of about $4.50-85 a share are 
anticipated for the full year, and 
operations in 1940 are likely to con- 
tinue most satisfactory, particularly 
if the war continues. With better 
prices being received and volumes 
expanding, the probabilities are that 
profit margins are somewhat wider 
than was the case several months 
ago. No recent information is avail- 
able in connection with bookings. 
Dividend arrears on. the few remain- 
ing 6% preferred shares may be paid 
off in the not too distant future, 
leaving the way clear for dividend 
resumption on the common stock. 
The shares appear rather interest- 
ingly priced at present levels and we 
would advise continued speculative 
retention. 


United Aircraft Corp. 


Missed the recent high of 51 for United 
Aircraft of which I own 75 shares purchased 
at 42. Frankly, I anticipated higher levels 
but have since become worried by action of 
market in last two weeks. Are Pratt & Whit- 
ney, Sikorsky, Vought and Hamilton divisions 
all operating profitably? Should I continue to 
hold?—E. B. C. Chattanooga, Tenn. 


From the standpoint of sales vol- 
ume, United Aircraft Corp., a com- 
pletely integrated manufacturer of 
airplanes, propellers and engines, for 
military and commercial purposes, 
ranks as the leading organization in 
the field. In the four years ended 
with 1938, the engine division (Pratt 
& Whitney) accounted for 48% of 
total revenues, the propeller division 
(Hamilton Standard) 25%, the 
plane manufacturing division 
(Chance Vought and_ Sikorsky) 
25%, with royalties, etc., accounting 
for the remainder. An able and ag- 
gressive management and a large 
staff of experimental engineers aids 
considerably in keeping the concern 
in the forefront of the industry. 
Sales and earnings have expanded 
sharply in recent years and profits 
of $2.05 per common share for 1938, 
up from $1.52 a share in 1937, were 
at record high levels. The working 
capital position is exceedingly strong 
as was shown by the balance sheet 
of June 30, last, when cash and mar- 
ketable securities alone of about 
$16,000,000 exceeded total current 
liabilities by a substantial margin. 
The 2,649,437 shares of $5 par value 
capital stock enjoys sole claim on 
the assets and earnings of the con- 
cern. A sharp increase in sales, as 


well as wider profit margins, lif 
per share earnings in the Janug 
September interval of 1939 to | 
equal of $2.18 from $1.40" 4 
the similar 1938 interval. With gi 
ments increasing in the current qua 
ter, estimates are currently bei 
made that full year earnings y 
approximate $3.25 a share. Ag q 
December 1, last, a backlog approx 
mating $125,000,000 was on hap 
and considerable new foreign bug 
ness, as well as large additional U,) 
Government orders appear in pro 
pect over coming months. P 
facilities have been increased and] 
considerable rise in sales is looked 
for next year. Accordingly, 
profit margins expected to remak 
wide because of the large amount 0 
foreign business on hand, a new hi igh 
for earnings would appear to be if 
prospect. Dividends to be paid nex 
year may possibly exceed the cum 
rent year figure of $2 a share. N@ 
operating details regarding the im 
dividual subsidiaries are availabl B 
With continued earnings expansion 
apparently assured, we regard the 
shares as being well worth continued 
retention in speculative portfolios, = 


George W. Helme & Co. 


Although the yield on George W. Helmeé 
common stock has been satisfactory, I would” 
like to have your opinion of shares agai 
reaching levels of around 118 at which 
bought 50. Is it true that demand for snuf- 
increases in war time? May I have your cute 
rent appraisal of this company?—Mrs. E. BE. 
de A., Fresno, Calif. 


The record of George W. Helme & 
Co. entitles the stock to consideras 
tion, particularly by those investors” 
who place a reasonable and secure® 
income ahead of dynamic apprecia-7 
tion possibilities. Interim earnings” 
are not published, but it is expected 
that the company will show profits ® 
of approximately $6 per share this) 
year, which would be moderately7 
ahead of the $5.84 per share re-7 
ported for 1938. The firm is one of the” 
larger producers of snuff, normally” 
accounting for about one-third of; 
total domestic output. Sales are be-_ 
lieved to be largely national, rather] 
than international, so that the war 
in Europe is not likely to have any” 
great effect on the consumption of 
snuff. Earnings in the past years] 
have been characterized by a rela-’ 
tively good degree of stability, and” 

(Please turn to page 382) 
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yecord they are: American Radiator, 
stman Kodak, International Nick- 

"a, Loew’s, National Cash Register, 
( yens-Illinois, Paramount, J. C. 
Penney and Woolworth, American 
Tobacco B was unchanged. Not all 
the losses can be ascribed to bane- 
effects of the war on foreign in- 
ests. In some cases an even more 
important consideration was the 
‘switching which went on in the en- 
‘deavor to avoid the sleepers and get 
“into the advancing issues. Penney, 
‘for instance, has its attractions in any 
" kind of setting, but the funds tied up 
"in that stock could have been almost 

‘doubled by switching to a steel at 

‘the right time. At least a great 

' many people tried. 

| Penney and Sears were the only 

' two stocks in the average higher on 

| August 24th than at the end of 1938. 

' The remainder of those which show 

| plus signs on the year earned them 

inthe early autumn. Electric Auto- 
| Lite, Industrial Rayon and United 
| Aircraft were the others to lead in 

"the war rally and also to show plus 

“signs on the year. Table III com- 

“piles the issues which have moved 
“higher since the September top in 
“the average. Of the dozen listed, 
the five already mentioned had net 
' gains during 1939, and the rest lost 
| ground in the September rally, with 

_ the exception of American Tobacco 

B which remained unchanged. 
| Five issues declined in the first 
eight months of the year and have 
q lost more ground since. They are 
| International Nickel, Loew’s, Na- 
' tional Cash Register, Paramount, 
/ and Woolworth. All of them suf- 
‘fered during the September rally. 
| Each of them has a particular rea- 
» son to dislike this present war. 

_ The 8% drop in the average of 
| course ignores dividends paid on the 
| sues contained in it. These pay- 
" ments, not including any which may 
| be declared in late December, were 
equal to about 4% of the average 
; itself, thus accounting for half of the 
| loss. They also indicate a yield of 
| better than 4 per cent for anyone 
| who buys the 40 stocks today. Con- 
| sidering the fact that many of these 
| stocks paid no dividends during 
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1939, the yield is surprisingly good. 
It seems to indicate more optimism 
on the part of corporations than in- 
dividual stock buyers. If payments 
could be maintained throughout 
next year at the same rate, and a 
few of the unproductive issues added 
to the list of dividend payers, the 
1940 report on the average and its 
components would be _ inevitably 
more inspiring than that for 1939. 





Profit Prospects for the 
Airlines 
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particularly from the traffic which 
turns South in winter. Thus its route 
connecting Newark and Miami is 
particularly valuable and active dur- 
ing the winter months, as is the route 
operated between Chicago and Jack- 
sonville, Florida. 

Both American Aijrlines and 
T. W. A. were granted increased mail 
pay toward the end of 1938 in ac- 
cordance with a rule by the Inter- 
state Commerce Commission. Unit- 
ed Air Lines has not yet, however, 
been granted an increase. This is 
particularly noteworthy since United 
has always carried the largest loads 
of any domestic mail line. For this 
reason United has much to look for- 
ward to since an increase should be 
granted in the not too distant future. 

The capitalization of three of 
these four major domestic companies 
consists entirely of common stock. 
United Air Lines has a total of 1- 
499,592 shares of ($5 par) common 
outstanding, while Transcontinental 
has 830,846 shares of ($5 par) stock. 
American Airlines has $3,589,323 
funded debt and only 290,072 shares 
of ($10 par) common stock, and 
Eastern some 423,618 ($1 par) 
shares. The total approximate mar- 
ket value of these four companies at 
current levels for their shares is 
$57,182,000, which is not a large fig- 
ure when it is realized that these 
four companies represent the cream 
of the rapidly expanding domestic 
air transport business. Possibly the 
need for new equipment will lead to 
financing arrangements by use of the 
equipment trust method in the fu- 
ture. This method has already been 
undertaken by Pan American Air- 
ways at a 4% rate. Travelers Insur- 
ance Co. has agreed to purchase this 
tvpe of security from time to time 


from Pan American in an amount 
not to exceed $1,000,000. 

The earnings record of the dif- 
ferent lines has varied in accordance 
both with operating conditions and 
policies, American Airlines has 
gradually systematized its flying 
equipment, whereas several years 
ago its fleet was composed of a 
heterogeneous assemblage of many 
antiquated models. For the nine 
months ended September 30, 1939, 
net income amounted to $964,283, 
or the equivalent of $3.21 per share 
in contrast with $0.17 per share in 
the same part of 1938. 

Eastern Air Lines was organized 
in March, 1938, as an outgrowth of 
North American Aviation Co. Re- 
ports of operations as far back as the 
year ended December 31, 1935, show 
a consistent improvement in profits 
each year. Earnings in the first 
nine months ended September 30, 
1939, totaled $456,841, equal’ to 
$1.08 per share against 33 cents per 
share in the similar period of last 
year. 

Except for the year 1936 net in- 
come of United Air Lines and 
T. W. A. has been most of the time 
in the red. This is understandable in 
view of the rapid progressive shift 
of models these companies have 
undertaken with the result that in- 
stead of a depreciation rate of say 
12.5% annually a far greater write- 
off became necessary. Once these 
newer models have become relatively 
stabilized earnings should improve, 
and present indications point toward 
this accomplishment. Thus United 
has reported a profit in each of the 
first three quarters of 1939. In the 
nine months ended September 30, 
1939, net income totaled $354,367, or 
23 cents per share, against a loss of 
55 cents per share in the first nine 
months of 1938. T. W. A. has shown 
the same trend as United though it 
is pertinent to note that this com- 
pany has not, as yet at any rate, in- 
stalled 42-passenger models. In the 
nine months ended September 30, 
1939, net income came to $212,396, 
or a loss of 26 cents per share. Though 
a profit was reported in the second 
and third quarters the loss of 44 cents 
per share in the first three months 
was too great to be offset. 

From present indications Amer- 
ican Airlines and Eastern Air Lines 
should have relatively smooth sail- 
ing from here on. Both lines appear 
to have reached a stable operating 
basis. 
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United Air Lines seems to be turning 
the corner, and in the end may be 
one of the leading carriers, since its 
lines cover the shortest coast-to- 
coast route. Credit should also be 
given its management for far-seeing 
policies and a greater than average 
progressiveness and initiative in an 
industry which naturally sparkles 
with these qualities. T. W. A. though 
likely to lag behind United will prob- 
ably follow the same trend. The 
future of all four companies appears 
bright, and the next five years is 
likely to witness the establishment 
of air travel on a sound economic 
basis. 





Why 1940 Profits Will Be Up 
For Installment Finance 
Companies 
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of the capital stock of American 
Credit Indemnity Co. created an 
additional outlet enabling Commer- 
cial Credit to enter the credit insur- 
ance business. This consists of 
insuring manufacturers, mills and 
wholesalers against credit losses on 
a certain percentage of receivables, 
or on the specified accounts of cer- 
tain customers. 

Besides the volume of receivables 
there are two other elements which 
have an important influence on 
earnings potentialities. There is for 
one the current rate for money, since 
both of these organizations borrow 
substantial amounts from the banks 
and in the open market on their 
securities. With the existence of low 
money rates they are able to retire 
their securities, while with tighter 
money they are in a position to 
charge customers the going rate and 
raise additional capital either through 
bank borrowings or the issuance of 
their own obligations in the open 
market. Since they deal both in 
money and negotiable paper funds 
can be put to work wherever they 
offer the most profit. 

The other factor having a bearing 
upon earnings is that of expense and 
losses. Each concern must of neces- 
sity maintain a going organization 
at all times, which can be reduced in 
times of slack business only within 
limits. Sufficient business must be 
obtained to take care of this fixed 
and non-variable overhead. Losses 
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are generally held to a minimum, 
and on the average are less than 1% 
of receivables. This, of course, testi- 
fies to the ability of management in 
the assumption of credit risks, and 
indicates“ the need for a specially 
trained personnel. 

For reasons already mentioned the 
capital set-up of these companies 
varies from time to time. As of June 
30, 1939, funded debt of C. I. T. 
amounted to $60,500,000, though 
$25,000,000 has been retired, as of 
November 27th, and bank loans 
substituted. In addition there are 
95,441 shares of Series 1935 cumu- 
lative preference $4.25 (no par) 
stock convertible into 114 shares of 
common, and 3,529,925 shares of (no 
par) common stock. In 1938 retail 
automobile notes accounted for 
50.6% of total outstanding receiv- 
ables with wholesale automotive ac- 
ceptances, 9.7% and textile factoring 
paper, 10.5%. The balance of mis- 
cellaneous industrial receivables ac- 
counted for 29% of the total. In 
1937 the ratio of net income to re- 
ceivables was 2.1% against 1.5% in 
1938, which is largely attributable to 
the falling off in business during the 
latter year. Earnings on the com- 
mon stock in these two years were 
equal respectively to $5.73 and $4.28 
per share, and for the nine months 
ended September 30, 1939, to $3.28 
per share. 

Funded debt of Commercial Cre- 
dit, as of June 30, 1939, totaled $65,- 
000,000. This was followed by 121,- 
948 shares of ($100 par) 444% cu- 
mulative preferred stock, which is 
convertible at the rate of one share 
of common for each $60 par value of 
preferred, through June 30, 1941, 
and thereafter at the rate of one 
common share for each $65 par value 
of preferred. There are also 1,842,- 
008 shares of ($10 par) common 
stock outstanding. During 1938 re- 
tail motor car receivables accounted 
for 48.4% of the total; wholesale 
motor car notes, 14.2%; industrial 
retail liens, 22.1%; open accounts 
and notes, 7.9% and factoring re- 
ceivables, 7.2%. In 1937 earnings 
were equal to $7.10 per share and 
in 1938 to $4.60, while the ratio of 
net income to receivables in these 
years were 1.4% and 1.7%, respec- 
tively. At the end of 1938 some 
59.2% of the capital stock of Gleaner 
Harvester Corp., was held pending 
an opportune time for its disposal. 
Earnings on these shares in 1938 











were equivalent to $3.08, but cop. 
solidated net income of Commercia| 
Credit does not include income from 
this source. In the nine months 
ended September 30, 1939, earnings 
on the common were $2.91 per share 
compared with $3.71 in the similar 
part of 1938. 

With automobile sales expanding 
once more it seems safe to conclude 
that the final quarter of 1939 and 
particularly the first quarter of next 
year should result in considerable 
improvement in earnings. 





Preview for 1940 
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opment of South American markets 
to replace lost European business, 
the industry’s outlook can be con- 
sidered no better than mediocre. 


PETROLEUM—If volume were 
all that mattered, the oil industry 
could count 1939 a banner year since 
crude output was only slightly un- 
der 1937 and sales of refined prod- 
ucts set a new all-time record. The 
industry has been afflicted with price 
troubles, however, and with burden- 
some inventories which, incidental- 
ly, are currently approaching a 
dangerous level in the eyes of trade 
statisticians. Except in the case of 
a few special lubricants and aviation 
gasolines, the war has not noticeably 
increased demand for American oil 
nor is it likely to except in the im- 
probable event that supplies of South 
America and the Near East are cut 
off simultaneously with an intensifi- 
cation of hostilities. While domestic 
demand is expected to hold at a high 
level next year, the price outlook is 
not particularly impressive. Failure 
of California and Illinois to institute 
adequate crude production controls 
has not helped the industry’s pros- 
pects. 


AVIATION—The boom in ail- 
craft manufacturing continues to 
gather momentum and, so long as 
the war lasts, no letdown is in sight. 
Production rates are being raised al- 
most daily in an effort to speed up 
deliveries against a backlog in ex- 
cess of $600,000,000 of which by far 
the greater part represents orders 
from the British, French and Ameti- 
can Governments. Output and prof- 
its of the industry’s leading units 
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yill undoubtedly record substantial 
further advances in coming months. 
A sudden end to the war would, of 
course, result in severe temporary 
repercussions but continuing and 
growing demand from commercial 
and private sources would cushion 
the shock and hasten recovery. 

Not to be outdone by the manu- 
facturing branch of the industry, the 
air transport companies are also 
coming into their own. An esti- 
mated 40% gain this year in revenue 
passenger miles flown has put na- 
tion’s larger lines well into the black 
and several have now reached the 
point where they are no longer de- 
pendent on airmail revenues. Con- 
tinued growth in gross and net is 
forecast. 


CHEMICALS — Consumption of 
chemical products this year is esti- 
mated at about 20% over 1938, most 
of the gain coming this fall and car- 
rying sales and earnings of a num- 
ber of the industry’s better situated 
concerns into new high ground. 
Though only moderate gains may be 
recorded next year in the fertilizer 
and basic industrial divisions, im- 
provement elsewhere in the industry 
should be salutary. Plastics in par- 
ticular are finding rapidly widening 
markets and other synthetic prod- 
ucts are being constantly developed 
and exploited. The industry’s policy 
of unremitting research together 
with continuing price reductions vir- 
tually assures further secular growth. 


MISCELLANEOUS — With the 
notable exception of New York de- 
partment stores, retail merchandis- 
ers have shared fully in the general 
business rise of the past few incnths. 
For the year as a whole, retail sales 
were probably about on a par with 
1987 or approximately 5% above 
1938. Better than average gains 
have been recorded in rural sales, 
partially accounting for the recent 
and continuing outstanding showing 
of the larger mail order houses. Some 
letdown in most retail divisions, 
however, is probable next quarter. 

Successive price increases from the 
unprofitably low levels of early in 
the year has measurably improved 
the status of most paper companies 
despite an accompanying rise in pro- 
duction costs. Curtailment of pulp 
imports from Scandinavia and Fin- 
land has raised costs of units for- 
merly dependent on these sources 
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“As Radio Enters 1940 


ORE than 44 million radio 

sets are owned by some 

30 million American families. 
These families— more than 100 
million people —are therefore 
shareholders in a great American 
enterprise. No other nation ap- 
roaches these figures. Never 
ea has the importance of the 
American system of radio been so 
evident. News must be winnowed 
from propaganda, fact separated 
from claims. Our own forth- 
coming presidential campaign 
raises further need for radio re- 
porting that is fair and unbiased. 
Through great music, famous 
artists and distinguished organi- 
zations, radio provides the w« yrld’s 
outstanding programs. The poor- 
est man gets free what the richest 












man could not afford to buy. 

RCA, through the National 
Broadcasting Company, willcon- 
tinue in 1940 to maintain and 
improve American standards of 
broadcasting. 

But the activities of RCA ex- 
tend far beyond radio broadcast- 
ing. RCA provides swift messave 
service to all parts of the world, 
and to ships on the seven seas. In 
the RCA Laboratories research 
constantly develops new services 
for radio. Thus in 1939 RCA 
made television a reality; in 1940 
it will extend it further. RCA 
services also include activities in 
every other phase of radio. In all 
of these, the aim of RCA is to 
providethe maximum service for 
the minimum cost to the public. 





These are the Services of RCA 





RCA MANUFACTURING COMPANY, INC 
Builders of RCA Victor Radio sets, RCA Victrolas, RCA Radio Tubes, radio 
equipment for broadcasting, transmission and many other radio services. 
RADIOMARINE CORPORATION OF AMERICA 
Manufacturers of radio safety devices for protecting lives and property 
at sea. Swift message service to and from ships. 


NATIONAL BROADCASTING COMPANY 


Operating the great Red and Blue Networks, and providing distinguished 
entertainment, including the famous NBC Symphony Orchestra. 


RCA INSTITUTES, INC. 


A school offering technical courses in every phase of radio and television. 


R.C. A. COMMUNICATIONS, INC. 


Radio message service to and from 43 foreign countries, and among 


principal cities in the United States. 
RCA LABORATORIES— Continuous research in every field of radio. 


Radio Corporation of America 


RADIO CITY, NEW YORK 

































Since 1816, when the first gas plant in this coun- 
try was built at Baltimore, the industry has made 
noteworthy progress. Its continued vitality is in- 
dicated by the attainment, in 1938, of 17,135,000 


customers—the largest number ever served. 


Today, both manufactured and natural gas are 
made available to cities, towns, villages and 
hamlets having a combined population of 
some 81,000,000. To serve these consumers, 
representing approximately three-fifths of all 
the nation’s households, requires an invest- 
ment in plant and equipment of nearly 
$5,000,000,000 

It is worthy of note that at present almost 
three-quarters of all our national gas con- 
sumption is derived from natural sources. 





The estimated total natural gas production 
last year, including the amount used in non- 
utility sales, was two and one-half trillion 
cubic feet—approximately six times the com- 
parable figure twenty-five years earlier. 


Columbia System companies extend their op- 
erations through Ohio, Indiana, Kentucky, 
West Virginia, Pennsylvania, Maryland and 
New York. Fed by vast reserves, a network 
of interconnecting pipe lines supplies reli- 
able gas to more than 1,100,000 consumers. 
In addition, these operating units provide 
electric service to some 350,000 customers. 


The gas and electric energy thus furnished— 
economically and abundantly—emphasizes the 
basic importance of these essential utilities. 
When applied to raw materials, by modern 
production methods, this energy converts 
them into goods finding a ready market in the 
United States and in many foreign lands. 








A section of line being laid more 
than 25 years ago in the natural 
@4s fields of southern West Virginia 





In striking contrast is this modern 
method of laying natural gas pipe 
lines for long distance transmission 


COLUMBIA GAS & ELECTRIC 


CORPORATION 











considerably above those of the in- 
tegrated companies, making for a 
high degree of investment selectivity 
in the industry. The trade as a 
whole will probably suffer a reaction 
after the turn of the year but a con- 
tinuing satisfactory level of demand 
should soon rectify the situation. 
Continued sales and earnings sta- 
bility is contemplated for most of 
the food companies except where ris- 
ing agricultural prices and rigid sell- 
ing prices may result in a profit 
squeeze. The baking companies, 
especially the biscuit bakers, face 
such a problem. Traditional vear- 
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end price war has broken out in the 
liquor trade whose prospects remain 
mediocre. 

The machine tool industry will 
probably continue at close to capac- 
ity operations; some units are under- 
stood to be booked solid until 1941. 
Bulk of the business is now coming 
from abroad, however, emphasizing 
the speculative war angle. 

All divisions of the textile indus- 
try except silk continue relatively 
prosperous due in part to indirect 
war stimulus. Restriction of raw 
material supplies somewhat beclouds 
the outlook for woolens but pros- 





pects in the cotton goods and rayon 
divisions are moderately favorable, 

Outlook for the movies remainy 
unimpressive what with curtailment 
of foreign revenues, failures of do. 
mestic receipts to come up to earlier 
expectations, higher studio labor 
costs and the prospect of further 
labor troubles a few months henee 
when present union agreements 
come up for readjustment. 





nome, 


Penney's Growth Continues 





(Continued from page 347) 


has been careful not to choose mar- 
ginal sites for its stores. The trend 
of earnings, however, is another 
matter. The general operating meth- 
ods of the company make it easy 
for changes to be made in the num- 
ber and location of stores, and a 
policy of crossing the weaker stores 
off the list and adding others in bet- 
ter locations will tend to further 
stabilize and increase earnings. 
Thus far this year the stock has 
ranged between a high of 9434 and 
a low of 74. This narrow range re- 
flects the investment status of the 
security very well. At the present 
time it is selling around 91, much 
closer to the high than to the low. On 
the basis of the estimated dividends 
for the year this is a relatively high 
yield, though not far out of line with 
other issues of the same type and 
position, and the rise that is to be 
expected in rural income as a result 
of the increases in commodity prices 
together with the generally acceler- 
ated rate of business throughout the 
country make the prospects for the 
first part of next year good. Rela- 
tively free from labor worry, the 
company has over a period of years 
cultivated cordial relations with its 
employees which naturally go a 
long way towards keeping earnings 
at a high rate in relation to the rest 
of the retail trade. Individual store 
managers receive remuneration 
based on the operating success of 
their particular unit, and from time 
to time stock in the company has 
been made available to employees 
at a price below that current in the 
market at the time. All this goes to 
keep the sales force on its toes, and 
maintain excellent store-customer re- 
lations as well. The operations of 
the chain concentrated as they are 
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for the most part in small towns 
where personal associations are an 
important factor in any business, 
depend to a great extent on just such 
cordiality . 

All in all J. C. Penney makes a 
yaluable addition to almost any port- 
folio, for it combines certain growth 
possibilities with an unusually high 
rate of return on invested funds. 
The stability of the company is a 
demonstrated fact for all through 
the depression operations were in the 
black and dividends were paid. And 
in addition a 50% growth in the 
number of stores was achieved dur- 
ing this period as well. Though the 
present move into the large cities 
represents a reversal of policy, the 
ability to make such decisions at the 
right time is the best possible indi- 
cation of the fact that the manage- 
ment is not coasting along on pre- 
vious success, but is instead very 
much alive to the dangers and pos- 
sibilities presented in the current 
picture of business in the nation to- 
day. The stock may, therefore, be 
considered as an attractive invest- 
ment as far as income is concerned 
as well as offering growth possibili- 
ties over the long range. 





Wealth for Gold 





(Continued from page 339) 


stand out: to reduce the price we 
will pay for gold; to stop buying it 
entirely; or to place some combina- 
tion of taxes on its import and sub- 
sidies on its export which will grad- 
ually result in redistributing the 
metal. The first is politically almost 
impossible. The “profit” on the de- 
valuation of five years ago will not 
be given up without a struggle, nor 
are we likely to risk the deflationary 
potentialities of a reduced price for 
gold while we still consider the 
prices of basic commodities too low. 
There is without a doubt a better 
chance that the gold price will be 
raised slightly than that it will be 
lowered, although gossip of either 
move has the odds against its cor- 
recthess at any given time. 

Should we stop buying gold, the 
effects on the foreign exchange mar- 
ket might be distinctly unpalatable. 
Owners of pounds, for example, can 
now buy American dollars with 
either sterling balances or gold. Clos- 
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NITROPARAFFINS AND 
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ing one alternative would very likely 
mean a sharp drop in the sterling- 
dollar rate, making purchases in this 
country impossible and competition 
with the British in other markets al- 
most as difficult. We are anxious 
for several reasons to sell the Allies 
materials with which to win the war, 
and we shall undoubtedly continue 
to buy their gold until the end of the 
war. 

Neither of the two methods dis- 
cussed would help toward reducing 
our gold stocks and creating a world- 
wide value for the metal by giving 
everyone an ownership stake in it. 


It is conceivable, though, that by 
progressive imposts on the flow to- 
ward us and encouragements for 
those who will take it away we can 
start a gradual reduction of our 
stocks. It would mean money and 
goods saved for us, as well as the 
possibility of an orthodox monetary 
standard saved for the rest of the 
world. 

The bonus we pay on silver is rec- 


ognizable and obvious, the subject of 


great outcry among those who un- 
derstand the fallacy of it. Yet it is 
only a fraction of the subsidy we 
have granted all gold producers and 
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Duquesne Light 
Com 
Dividend No. 48 
Piaget at Pa., December 15, 1939 
quarterly dividend amounting to 
One Dollar and Twenty-five Game per 
share (being one and one-quarter per 
cent (144%) on the par value of $100 
a share) on the 5% Cumulative First 
Preferred Stock of this Company, has 
this day been declared payable January 
15, 1940, to all holders of said 5% 
Cumulative First Preferred stock at the 
close of business, December 30, 1939. 
Checks will be mailed. 
C. J. BRAUN, Jr. 


Treasurer 











Allied Chemical & Dye Corporation 
61 Broadway, New York 
December 11, 1939 
Allied Chemical & Dye Corporation 
has declared a special dividend of Three 
Dollars ($3.00) per share on the'Common 
Stock of the Company, payable Decem- 
ber 28, 1939, to common stockholders of 
record at the close of business December 
21, 1939. 
W.C. KING, Secretary 


BOOKS... 


For the Businessman 











ITY IN THE UNITED STATES 

WILLIAM WITHERS 

Columbia University Press $2.75 | 
A comprehensive study of the administration | 

and economic effects of the relief and social 


security question. 
»PrOK« 


RADIO AS AN ADVERTISING 
MEDIUM 
WARREN B. DYGERT 
McGraw-Hill $3.00 

Written for businessman who uses radio as 
advertising medium, so that he may get the | 
best results, by knowing all the facts concern- 
ing radio programs. 

»»e@< 


EBB AND FLOW OF 
INVESTMENT VALUES 
EDWARD MEAD and JULIUS GRODINSKY 
Appleton-Century $5.00 

Based on a detailed study of expansion and 
contraction of industries, with a classification 
of companies into five primary classes, the au- 


thors discuss security investment, giving sug- 
gestions to minimize risk. 


e 

YOUR INCOME TAX 
J. K. LASSER 
Simon & Schuster $1.00 
_ New revised edition contains summary of 
important changes in the law, and a list of 50 
things one can do before 1940 to keep down 
your income tax 

D> eC < 


SOCIAL SECURITY 
HELEN BAKER 
Princeton University $.25 
A bibliography on the various phases of social | 
security, covering unemployment, old age, and 
health insurance. 
»»>Oe«« } 


EUROPEAN WAR AND THE 
GOLD PROBLEM 


Institute of International Finance $.50 
The outbreak of war has raised the question 
of the fate of gold as a monetary metal, and 
The Institute offers a number of solutions to | 
| 


the problem together with an evaluation of each. 
»?Oe<K¢ 
These books may be obtained through The 
Magazine of Wall Street book service. 
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owners. When the war ends there 
will be a general clearing up of a 
great many artificial and unhealthy 
situations. The gold buying policy 
of the United States should be first 
on the calendar. 





National Gypsum Profits at 
Record High 





(Continued from page 365) 


in 1954 to a group of insurance com- 
panies. This was one more step 
towards a simplification of the capi- 
tal structure and reduction of in- 
terest charges. The improved posi- 
tion of the company has permitted 
the refunding of bonded indebted- 
ness several times in the last two 
years, bringing the rate down from 
6% to 372%. Likewise two issues of 
preferred stock have been retired in 
favor of a 60,000-share issue of $4.50 
cumulative convertible (at $20.00 
per share until 1941) preferred stock, 
and two classes of common have 
been consolidated into one issue of 
1,261,458 shares. 

The six months’ statements issued 
in June showed assets at a new all- 
time high of $17,481,601 as com- 
pared with $16,370,377 six months 
before and $12,867,403 in Decem- 
ber, 1937. Current assets were $6,- 
253,587 of which cash amounted to 
$2,117,904 against current liabilities 
of only $1,559,397. The strength of 
this position enabled the company 
to declare the first dividend of its 
history a short while ago. This ini- 
tial disbursement of $0.25 per share 
is certainly not much in the way of 
return for the stockholder, but it 
marks a milestone. From now on 
it may be assumed that expansion 
will not take the greater part of 
earnings as it has in the past. 

The common stock is currently 
selling around 11, about midway be- 
tween the high of 167% and the low 
of 814 for the year. Its position is 
one of potentialities. The company 
has shown a marked growth in spite 
of the generally low prices for its 
products, and the continuation of the 
present trend will in all probability 
bring better profit margins and in- 
creased earnings. 

The advantages offered to the 
prospective builder include low down 
payments, low interest charges, and 
a considerable amount of help with 


plans and materials. Experts haye 
calculated that there is a short. 
age of approximately 2,000,009 
homes of the one-family type in this 
country and the greater majority of 
them are in this division. Develop. 
ment work is being done on this field 
steadily by various Government 
agencies and private companies, Jt 
seems certain that a building boom 
of major proportions would greet the 
perfection of such a low cost house, 

Even though the current cop. 
struction rate is not high, it is en. 
couraging, and the very fact that 
National is able to turn in a good 
profit when its plants are operating 
at about 50% of capacity speaks 
well for the potentialities of the com- 
pany. The low rate of production 
in the individual factory is no argu- 
ment for restricting expansion since 
a major expense is shipping, and the 
profitable enterprise is the one that 
can, as National does, serve a prin- 
cipal market from a nearby plant. 
Present indications are that the com- 
pany will continue to find room for 
growth and that the management 
will put the increased facilities to 
good use. And given a continuance 
of the forward move in the construe- 
tion trades and industry as a whole, 
the earnings of the company show 
every possibility of following their 
upward trend. 





Can the Utilities Come 
Back? 





(Continued from page 345) 


been increased about 25% in the 
past two decades, automatically con- 
trolled drafts have been introduced 
and similar advances have been 
made in fueling. 

Achievements of this sort, though 
they have come gradually enough 
to be unspectacular, are important in 
reckoning the industry’s future. For 
though considerable areas of the 
country remain without adequate 
electrical service and though in- 
creased per capita use may be looked 
for elsewhere, the industry's pri 
cipal frontier now lies in the labora- 
tory. But while longer range prog 
ress of the utilities will depend large- 
ly on their technological ingenuity, 
their nearer term outlook is still pri 
marily dependent on political fac- 
tors. Release from political harass- 
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ment, as distinct from the proper 
regulatory activities of government, 
vould be the greatest boon that 
could come to the industry within 
the next year or SO. 

To predict whether such release 
will be forthcoming would be to 
make a political forecast, and that 
is beyond the scope of this article. 
But at least it is not going too far to 
note what has already happened— 
the evidence of returning conserva- 
tim on the part of the American 
public that became apparent in the 
elections of over a year ago and has 
tended to increase rather than di- 
minish since. Once the pendulum 
of public opinion has reached the ex- 
tremity of its are and begun to swing 
back in the opposite direction, it sel- 
dom if ever reverses itself in mid- 
course. 

That is not to say that Govern- 
ment competition with private utili- 
ties will be eliminated if the New 
Deal is rejected at the polls next 
fall. It does mean, though, that 
such competition will not be further 
extended, that it will be held within 
present bounds. And, as far as the 
industry as a whole is concerned, no 
more is needed. 

For despite the uproar of recent 
years, the area in which the Govern- 
ment is actually in competition with 
private utilities is small and the por- 
tion of the total power market that 
it is able to reach from exist- 
ing projects and those currently 
under construction is fractional. 
The 2,500,000 kilowatt capacity that 
(rand Coulee and Bonneville, for 
example, will have upon completion 
seems less of a bogey when it is 
realized that, because power cannot 
be transmitted economically by al- 
ternating current for more than 300 
miles, they cannot market more than 
half that amount. Government en- 
gineers are toying with the idea of 
long distance direct current  trans- 
mission but, because it involves 
problems still well beyond present- 
ay technical knowledge, the pros- 
pect of realization is dim. 

But returning, in conclusion, to 
the question posed in the title, it is 
altogether likely that the utilities not 
only can but will come back. Prob- 
ably not all the way back to their 
best e arnings levels of a decade ago 
ind, marketwise, certainly not back 
to the dizzy heights of 1929—but 
back far enough in both respects to 
render shares of the industry’s better 
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situated companies attractive at cur- 
rent prices for intermediate to longer 
term appreciation and, in many 
cases, for yield as well. 





Columbian Carbon— 
United Carbon 





(Continued from page 361) 


Capital structure of both com- 
panies is simple. With neither 
funded debt nor preferred stock out- 
standing, the ownership of the busi- 
ness in each case rests in the hands 
of the common stockholders. Co- 
lumbian has 538,420 shares, and 
United 397,885 shares outstanding. 
This simplicity means that a large 
portion of earnings is passed on to 
the stockholders in the form of divi- 
dends, though some funds go into 
the development of new property 
and research work. The company 
statements at the half way mark this 
year showed strong current asset po- 
sitions with cash in each instance 
equal to more than twice the current 
liabilities. Both companies also 
showed the improvement brought 
about by the reduction in the in- 
ventory position. 

For the first nine months of this 
year Columbian Carbon reported net 
earnings of $4.43 per share as com- 
pared with a net of $3.62 per share 
for the same period of last year. 
United, however, shows a small de- 
cline in earnings with a net per share 
of $2.78 as against $2.87 per share for 
the first nine months of 1938. Divi- 
dends thus far have been in keeping 
with the liberal policy pursued i 
past years. Columbian’s total dis- 
bursemenis have already been set at 
$4.50 per share, an increase of 50 
cents per share over last year, while 
United is expected to pay its reg- 
ular total of $3 per share. 

With earnings primarily the re- 
sult of natural gas production at the 
present time, the long range seems 
to hold good possibilities for an in- 
crease in the net of both concerns. 
At the present rate of consumption, 
inventories of carbon black are being 
reduced steadily, and further price 
increases should be in the offing. 
Since there are indications that the 
automobile industry expects a good 
year in 1940, the rubber manufac- 
turers are expected to make in- 
creased demands on the carbon 
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“Call Sor 
PHIL IP MORRIS” 


New York, N. Y. 
December 19, 1939 


Philip Morris & Co., Ltd. Inc 


There has this day been declared a 
regular quarterly dividend of $1.25 per 
share on the 5% Convertible Cumula- 
tive Preferred Stock, Series A, payable 
March Ist, 1940, to holders of Pre- 
ferred Stock of record at the close of 
business on February 15th, 

There has 21s0 been declared a regu- 
lar quarterly divide end of 75¢ per share 
on the Common Stock. payable January 
15th, 1940, to Myr erg Stockholders 
| of Record at the clos business on 
| December 29th, 1935 
| L. G. HANSO N, Treasurer. 
MSILLLLILLLLY 


MARKET VALUES 
are best determined by men trained in fi 
nancial strength. Send in a list of your 
securities for our up-to-date analysis. 


Write Dept. MG6 


(isHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 





























52 Broadway New York 





Endicott Johnson Corporation 


The Board of Directors has declared a dividend 
No. 83 of Seventy-five Cents ($.75) a share upon 
the Common Stock and a dividend No. 15 of 
One Dollar and Twenty-five Cents ($1.25) a 
share upon the Preferred Stock 5% Series. 
Both dividends are payable January 1, 1940 to 
stockholders of record at the close of business 
December 22, g 

Check will be mailed by Irving Trust Com- 
pany, Dividend Disbursing Agent. 

HOWARD A. SWARTWOOD, Secretary. 
December 19, 19389. 
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black producers. Retail tire sales 
are also expected to show a strong 
rise since the tires on the 1936-37 
models are estimated to be in need 
of replacement. The war in Europe 
has affected both carbon black com- 
panies to a degree. During a normal 
year exports take about one-third of 
their total domestic output, the 
major portion going to England, 
France, and Germany in the order 
named. Naturally the last of the 
three is no longer a factor, but some 
increase in other foreign sales is ex- 
pected. And the total volume of ex- 
ports is estimated at approximately 
the usual levels. 

At the present time the stocks of 
both companies are not far from 
their highs for the year, although the 
range has not been wide for either. 
Columbian Carbon is selling around 
91, while United Carbon is at 60. 
The former is selling nearer to its 
high both percentagewise and in ac- 
tual points than United, which is, of 
course, understandable in view of 
the operating differences that exist 
between them. They both reflect to 
a major degree the natural gas oper- 
ations which are a steady source of 
income, and the market action of the 
stocks is in accordance with this 
steady earnings rate. Once, how- 
ever, the companies cross the profit 
line in the carbon black divisions, 
earnings take on a more dynamic 
aspect. In 1937, for instance, when 
carbon black sold for 6 cents per 
pound, Columbian carbon earned 
$8.31 per share and United Carbon 
reported a net of $5.90 per share. 
The present dividend yields, plus po- 
tential expansion of earnings, make 
them i issues of merit for speculative- 
investment. 





Answers to Inquiries 
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the slight downtrend which has been 
in evidence from 1930 through 1938. 
broken by only small increases in 
1933 and 1934, is believed to be due 
largely to smaller returns on its 
rather substantial holdings of mar- 
ketable securities. Over coming 
months, earnings are expected to 
show moderate improvement, re- 
flecting lower tobacco leaf costs and 
rising consumer purchasing power. 
Dividends have been in excess of 
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earnings for the past several years, 
but the strong finances of the con- 
cern permits this without weakening 
the company’s position. Disburse- 
ments are expected to continue at 
about current levels. Capitalization 
is rather simple, the 33,829 shares of 
$7 non-cumulative preferred stock 
and the 240,000 shares of common 
stock outstanding having sole claim 
on assets and earnings. Moderate 
appreciation possibilities exist, but 
the chief appeal in this issue is its 
income producing qualities. With 
that point in mind, we recommend 
retention. 


New York, Chicago & St. Louis 
R.R. Co. 


Despite the fact that Nickel Plate’s recent 
earnings were sharply better than comparable 
figures for last year, the common stock 
showed little response. Is this entirely due to 
unpaid interest and dividends on notes, bonds 
and preferred stock? What likelihood is there 
of resumption of common dividends next 
year? I own 150 shares bought at 23%4.—Mrs. 
K. L. T., Darien, Conn. 


Lines of the New York, Chicago 
& St. Louis R.R. Co. reach from 
Buffalo, New York, across the highly 
industrialized and agriculturally im- 
portant Great Lakes region, to Chi- 
cago, St. Louis and other important 
mid-western centers. Traffic is well 
diversified, but the fortunes of the 
road closely follow activity in the 
automobile and other industries 
operating in the serviced area. Re- 
sults fluctuate widely, large losses 
incurred in depression years were 
followed by several years of prof- 
itable operations. The year 1938 
was poor, with a common per share 
deficit of $9.55 being reported as 
compared with actual earnings of 
$1.46 a share in 1937. The Septem- 
ber 30 balance sheet evidenced a 
somewhat restricted financial con- 
dition. Current assets, which in- 
cluded cash of $2,690,212, exceeded 
current liabilities by only about 
$1,000,000. In addition to the 337,- 
427 common shares outstanding, 
there are 360,547 preferred shares 
and funded debt of $156,343,000. 
Operating revenues expanded some 
#5,500,000 in the ten months ended 
October 31, last, and as a result the 
common per share loss in the period 
was sharply reduced from $10.19 in 
the corresponding 1938 interval to 
only 82 cents this year. Betterment 
has continued since that date and 
with non-operating income an im- 


portant factor, it is possible thag 
year earnings will approximate! 
share. Some slight recession in 
rent high levels of business aet 
may occur over near months,’ 
carloadings and earnings are lik 
to continue to make highly satisf 
tory comparisons with year eaql 
figures. Dividend resumption, hg 
ever, is ot likely until the ty 
problems of a 1941 note maturi 
and preferred dividend arrears | 
$49.50 a share are solved. Pog 
ing a good degree of leverage @ 
with the profits outlook relativel 
favorable at this time. we feel th 
speculative retention is justified 


Atlantic Refining Co. 


Bought 150 shares of Atlantic i 
common at 26% in 1938. Continued to 
in hopes that rate of domestic business ach 
ity and potential war demand would 
shares above the 24% high mark for this year 
Might this expectation be realized in the ne 
quarter? Please give me your most rece 
appraisal and advice—G. J. L., David Ci 
Nebr. 

Atlantic Refining reported earniz ; 
for the first nine months of the eum 
rent year somewhat lower than { 
the corresponding period last yea 
results being equivalent to $1.01 3 
share this year, as against $1.31 
share before. Most of this drop wai 
accounted for by the first quarter 
of 1939, and more recent results 
show that earnings are currentlf 
running ahead of this time a ye 
ago. The company is principally 
dependent on the spread betweett 
crude and refined oil prices. The itt 
ventory position of the indus 
leaves something to be desired, but 
it is expected that strict proration 
and the basic improvement in the 
industry will tend to correct this 
situation. European requirements 
of petroleum products are likely@ 
increase, especially if the prese 
war proves to be of long duratil 
Accordingly, earnings should com 
tinue to show an improving trend 
over coming months. Finances cole 
tinue to be satisfactory. The com 
pany has in the past followed a con 
servative dividend policy and is likes 
iv to continue so over coming 
months, so that no change in 
present dividend rate of $1.00 pée@ 
share annually is looked for. ‘Thé 
common stock has moderately goo@ 
longer range possibilities, and we feel 
that your commitment need not 0€ 
disturbed at this time. 
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